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Responsibility for the unconsolidated financial statements

Pursuant 1o the applicable Accounbng Act of the Republic of Croatia, the Management Board 15 respensible for
ensuning that financial statements are prepared for each financial year in accordance with Intemational Financial
Reporing Standards (“the IFRSa") as published by the International Accounting Standards Beard (*IASE™), which
give a true and fair view of the fimancial position and results of operations of the Company for that pericd.

After making enquines, the Management Baard has a reasonable expectabon that the Company has adeguate
resources o continue in operational existence for the foreseeable fuiure. For this reason, the Management Board

continues to adopt the going concern basis in preparing the unconsodidated financial statements.

In preparing those unconsolidated financial statements, the responsibilities of the Management Board of Company
incluge ensuring that

*  suitable accounting policies are selected and then applied consistently,
» judgments and estimates are reasonable and prudent,

= applicable accounting standards ane followed, subgect 10 any matenal depanures disclosed and explained in
the consalidated financial staterments; and

s fhe financial statements are preparad on the going concarn basis wnless i is mappropriate to presume that the
Company will continue in business

The Management Board is responsible for keeping proper accounting records, which disclose with reasonable
accuracy at any time, the financial position of the Comparny and their compliance with the Croatian Accounting Act.
The Management Board is also responsitle for safeguarding the assets of the Company, and hence, for taking
reasonable steps for the prevention and detection of fraud and other irragulanties

These unconsolidaled financial staternents were authonsed for issue by the Management Board on 31 May 2013

Signed on behalf of the Managament Board:

owig, [Sraduate Enginesr
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Independent Auditor's Report
To the Owner of LZagrebaéki holding d.o.o.:

We have audited the accompanying unconsolidated financial statements of Zagrebatki Holding d.o.o.
("the Company™), which comprise the consolidated statement of financial position as at 31 December
2012 and the related combined unconsolidated statements of comprehensive income. of changes in
equity and of cash flows for the vear then ended, and a summary of significant accounting policies and
other explanatory information.

Management's responsihility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards and for such internal
control as management determines is necessary 1o enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error,

Anditors responsibiliny

Our responsibility is to express an opinion on these financial statements based on our audit. Except as
provided below in Paragraph 1), Basis for qualified opinion, we conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the awdit to obfain reasonable assurance whether the
unconsolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the unconsolidated financial statements. The procedures selected depend on the awditor’s
judgement, including the assessment of the risks of material misstatement of the unconsolidated
financial statements, whether due to fraud or ermor. In making those risk assessments, the auditor
considers internal control relevant to the preparation and fair presentation of the unconsolidated
financial statements of an entity in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the unconsolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
DU Opinion.
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Independent Auditor's Report (continued)

Basis for gualified opinion

£ Bus leases

During 2008 and 2009 the Company entered into lease agreements for 214 buses over a period of 96
months (8 years), with the total value of the agreements amounting to HRK 978 885 thousand. Those
leases are recognised in the Company’s books as operating leases, As per the agreements, the monthly
lease payment includes additional charges such as registration, servicing, insurance and other costs
related to the operability of the buses over the term of the lease. Since we could not satisfy ourselves
as to the amount of such additional costs included in the lease pavment and were not able to make full
distinction between the principal, interest and other cost amounts included in the monthly lease
payments charged by the lessors, we were not able 10 determine whether the lease agreements are
financial or operating leases as specified in International Accounting Standard 17 "Leases" (IAS 17).
Az a result, we could no determine whether any of the amounts require restalement.

2) Classification of leases

Az disclosed in Mote 18 o the unconsolidated fnancial statements, the Company, as the lessor,
entered into several bease agreements during 2009 and 2008, which have been accounted for as
operating leases. However, the classification of these agreements at inception is not compliant with
International Accounting Standard 17 “Leases™ (1AS 17), according to which a lease where the present
value of minimum future payments under the lease agreement approximates the fair value of the leased
asset is classified as a financial lease, which is the nature of the leases entered into by the Company.
Had the Company accounted for its lease agreements properly as financial leases, as of 31 December
2012, the receivables under financial lease, less future income eamed, would have been be higher by
HRE 646,454 thousand, property. plant and equipment would have been be lower by HRK 888,037
thousand, retained eamings would have been lower by HRK 211,301 thousand, and the result for the
viear then ended would have been lower by HRK 30,282 thousand.

Qualified opinion

In our opinion, except for the potential effects of the matters discussed in Paragraph 1) and the effects
of the matters presented in Paragraph 2) of the Basis of qualified opinion paragraph, the
unconsclidated financial statements present fairly, in all material respects, the financial position of the
Company at 31 December 2012, and the results of its operations and its cash flows for the vear then
ended in accordance with Intemational Financial Reporting Standards.



Independent Auditor's Report (continued)
Emphasis of maiter
Without further qualifving owr apinion. we draw aitention to the following;

al Title 1o property

As discussed in Note 18, certain local municipal land registers have not been fully updated. The
registration of the Company’s title to land and buildings in appropriate registers, serving as evidence of
ownership. is in progress. Although the Company possesses certain documents serving as evidence of
title, there is uncertainty as to the final status of those assets,

Bl Consolidated fincmciol stalements

We draw attention to the fact that the consolidated financial statements of Zagrebaki holding d.o.o.
and its subsidiaries (jointly referred to as “the Group®). prepared under Intemational Financial
Reporting Standards, have not vet been published. The consolidated financial statements will be issued
i June 2013, For a better understanding of the Group as a whole, the consolidated financial statements
should be read in conjunction with these financial statements. Our opinion is not modified in this
Fespect.

0.0, 7a

¥ .-E‘&‘iik, Certified Auditor and Board member
31 May 2013



Unconsolidated Statement of Comprehensive Income
Far the year ended 31 December 2012

OPERATING INCOME
Sales
Other operating income
Total

DOPERATING EXPENSES
Cost of material and services
Staff costs

Depreciation

Other expenses

Impairment allowance
Prowvisions

Cither operating expenses
Total

FINAMCIAL INCOME
FINAMCIAL EXPENSES

TOTAL INCOME
TOTAL EXPEMSES

LOSS BEFORE TAX

(Imcome fax expense) [ tax inoome

L35 FOR THE YEAR

Dther comprehensive [loss) [ income, net
[Loss) / gasn on revaluation of property, net of tax

Mobes

10
"
12
13

14
15

16

30

Total comprehensive (loss) | income for the year

2012 2011

A5 restated

{in HRK'000) (in HRK'000)
2673 807 2,537 358
1,104 583 1,117,154
3,778,590 1,654,512
(1.249 458) {1.216.228)
{1.701,363) {1,685 034)
(450, 548) (473 870)
(30, 2685) {25.638)
(178,911) {239.190)
(101,222) {52.602)
(49 374y (54, 168)
- _EE-".EN B80T {3, 746.7 28)
69,679 112,734
{404,376 (508 696)
3,848 265 3, TET. 246
(4,205,983 (4,255,424)
[357,714) (4BB.178)
(1,265) 2,556
[359,009) {485,622)
(165) 704,971

(185) T 8
(359,174) 216,349

The accompanying accounting policies and notes form an integral parl of these unconsolidated financial

Zagrebatki Holding d 0.0, Zagreb

slatements




Unconsolidated statement of financial position

At 31 December 2012

MON-CURRENT ASSETS
Intangible assets

Propery, plant and equipment
Invesiment propeny
Inwesimants in subsidiaries
Moan-curment receivablos

Dther financial assets
Deferred tax assets

Total mon-current assats

CURRENT ASSETS
Inventories

Cument eoevaies

Receivables from relabed
COMpanIes

Trade receivables
Amounts due from employess
Receivables from the State
Ofhies receivables

Total current asseis

Other financial assets

Zash and cash equivalents
Total current assets

TOTAL ASSETS

CHf balance sheet items

17
18
19
20
£d
21
18

23

24

25
26
27
28

21
29

42

I 22012 IMM212011 01/01/2011
Az restated Az restated

(im HRK'000) (i HRK000) (in HREQO0)
45 752 17627 15,044
13,715,461 134872176 13,326 427
2 TE4 385 2 B23 683 2 264 358
336, 542 336 542 = 1= =
1,741,511 1,583,301 2014 743
115572 114,828 113,601
61.571 62 866 &0.0a7
18,784,795 19,221,123 18, 7BG,ETE
TE5. 68T B12. 263 808 389
413, 358 506 947 B35 390
T04,014 a6 400 710,205
3,014 2028 1.757
8623 8,161 14 730
138,538 119,535 125,358
1,267 548 1,313 080 1,487 440
6,430 4714 3191

4% 455 B9, 793 63,988
2,089,120 2,219,850 2,363,006
20,873,916 21,440,971 21,149 882
874 655 1.007 318 1.235.029

The accompanying accouriing policies and notes form an integral part of these unconsolidated financial

Zagrebatki Holding d 0.0, Zagreb

siatements

o



Unconsolidated statement of financial position (continued)
At 31 December 2012

Motes X012 322011 01012011
EQUITY As restated As restated
{in HRK'D00) (i HEK'DO0) {in HRK D00}
Share capital 30 4 208 529 4, 208629 4 208 629
Revaluation ressne 30 2,782 308 2 TR2.470 2 080 499
Other reserves 30 97,300 87,300 15,125
(Accumulated losses) [ retained
eamings a0 (379.333) {16, 384) 473,811
Total equity 6,712,841 7,072,015 6,778,184
HON-CURRENT LIABILITIES
Loans and borrowings payable 32 2843 237 3171605 3457 060
ﬁnmm“EE in respect of issued 33 2 263 68T 2250126 2.215,562
Deferred tax kability 16 G645 860 aro. 102 49 Tal
Prowisions 31 ITR 62T 338.7TM 380,645
Deferred income 35 4 516 452 4 637 317 4 871,303
Other long-term kabilties 34 2558 730 225 820 210,756
Total non-current liabilities 10,927,733 11,302,701 11,639,268
CURRENT LIABILITIES
Trade payables 38 B40 530 B83.713 BRE 220
Liabélities to related companies 36 216,482 87v.84a7 &6, 565
Loans and bormowings 32 1418 S44 1,270,316 a5 301
Liabilities in respect of koans,
i Tl LT 27,028 22415 17.390
Amounts due to employess g8 81 3s7 89 087 B5.T18
#es and contributions payable 40 1155914 122 914 BT BT0
Ortiver current liakilities 41 533,077 609,915 581.382
Tatal currant liabilities 3,233,341 3,066,257 2,732,430
TOTAL EQUITY AND £
LIABILITIES 20,873 915 21,440,973 21,149,882
Off balance sheel ilems 42 BTG BES 1,007,318 1,235,029

The accompanying accounting palicies and notes horm an integral part of these unconsalidaied financial

slatements

Zagrebatki Hoiding d 0.0, Zagreb




Unconsolidated statement of changes in shareholders’ equity

Faor the year ended 31 December 2012

Opening balance at 01/01/2010 (as restated)
Loss for tha year
Al 1 January 2011 (as restated)

Efects of margers of related companies

Capital reserves allocated as per a decision of the
equity holder

Oiher comprehensive income

Loss for the year

Balance at 31 December 2011 (as restated]
Other comprehensive [oss

Loss for the year

Balance at 31 December 2012

[ l { i i i I i i l
Share Other Reserves on 'I::':I::‘;: Taotal
capital reserves revaluation of accurmulated
property losses
{in HREC000} {in HRICO00) {in HRK'000) (in HRK'000) (in HRKD00)
4208829 15426 2,080,499 524,246 6,828,499
Wi D - {50.315) {50,315)
4,208,629 15,128 2,080,499 473,931 6,778,184
WS T (4,693 4,883)
B2.175 B2ATH
701,971 701,971
(485.622) (4B85,622)
4,208,629 97,300 2,782,470 (16.384) 7072015
: (185) (165)
{359,008) (359,008)
4,208,628 57,300 2,782,305 {378,393) 8,712,841
The accompanying accounting policies and notes form an integral part of these unconsolidated financial stalements
g

Zagrebatlki Holding d.o.o., Zagreb




Unconsolidated statement of cash flows
For the year ended 31 December 2012

Loss for the year

Tax expansa | (incoma) recognised in the incoma statermen
Fance cost recognised in profit or boss

Imrestment income recognised in profit or loss

Impairment allowance an current asseats

Change in the fair value of mvesiment property

Impairment allowance on other non-current asseis
Depreciaton and amaortisation

Loss / (gain) from sale of assets

Decrease in defarred income on assets finenced by others
Increase ! (decrease) in long-term provisions

Faoreign exchange loss

Changes in working capital:

Decrease in inventories

Decrease of prepayments for non-current assets
Increase in trade receivables

Decreasa in receivables from related companses
Increasa in amounts due from employees
I~crease) { decrease in receivables from the State

{Increase) ! decrease in other receivables
Increase in financial assets

Increase / (decrease) in habilities to supgpliers and related parties

Increase in advances received

{Decrease) ! increase in taxes and contributions payable
{Decrease) ! increase in amounts due 1o employees
Decrease in othes non-current liabililies

{Decrease) | increase in other current kiabilties

Net cash generated from operations

Zagrebatki Holding d.o.o.. Zagreb

2012 2011

As restated

{in HRK'000) iin HRK'000)
[359,009) (4B5,622)
1,295 (2 558)

184 580 355,171
(30,702) (36,008)
114,007 116,854
59,297 118,777
5,607 2 0686
450 948 473 864
8208 (#,019)
{120,828) (151,810
19 865 {42.121)
4630 B1.324

24 525 17.218

4 28T 13,748
{141,612) {83,008)
63 588 101,995
(988) [271)
(462) £.560

(17 488) 8,884
(78T) (1.328)
105,410 (5.203)
4613 5,025
(7.000) 35,044
(7.730) 3,368
(75,423) {54 89G)
(76.838) 18,307
502,142 461,286




L

Consolidated statement of cash flows [continued)

For the year ended 31 December 2012

Cash Mlows from operating activities

Cash generated frarm operabons

Interest paid

Met cash generated from operating activities

Cash flows from investing activities
Purchases of tangible and imtangible asseats
Proceeds from sale of tangible assets
Decrease i non-cuneant receivables

(Increase) [ decreass in cument financial assels
Interest paid

Acguisition of subsidiaries. net of cash acguired
Het cash used in investing activities

Cash fMows from financing activities
Recaned loans and borrowings
Repayments of loans and bormowings
HNet cash used in financing activities

Net (decrease) | increase in cash

Cash at 1 January
Cash at 31 Decembir

2012 2011
- As restated
{in HRK'000) (in HRK'000)
502,142 461,286
[275,374) {464 349)
222,763 196,937
(268,738) (282.580)
6,204 5,913
151,788 115,186
i ?1?] 1 5:."4]
29.170 33,634
175
83,292) (129,218)
1,058,863 1,060,006
i1,238672) B (1.1 02,010
{179,808) (41,914)
(40,338) 25,807
9,793 63,9886
49,455 35.?53_

The sccompanying accounting policies and notes form an integral part of these unconsolidated financial

statements

Zagrebacki Holding d.0 0., Zagreb

10



Notes to the unconsolidated financial statements of the Company
For the year ended 31 December 2012

1. GEMERAL INFORMATION

History and incorporation

On 27 Dacember 2005, The City of Zagreb and the Company concluded several share transfer agreerments
inwalving 22 companies on the basis of which the ownership inlerests in these compamies were transferred in full
from the City of Zagreb to the Company. The transferred equity interests in the nominal amount of HRK 4, 038,580
thousand represent assets that are al the free disposal of the Company. In addiion, pursuant 1o these
agreements, the City of Zagreb increased the subscribed capital of the Company, by converting the receivables
under the Share Transfer Agreement by a total of HRE 4 038 380 thausand in eguity

In 2006 and 2007, sevweral companies, which are enumerated below, ware mearged info the Company. and the
Company underweni several changes in its status, all of which were registered at the Commercial Court in Zagrab.

Upan the merger, e merged entibes transferred all of their asseis and lisbilites to Zagrebatki Holding d.o.o. as
the acquarer. Pursuant to the underlying merger agreements and the applicable provisions of the Companies Act,
the share capital of Zagrebatki Holding was nol increased by the share capital of each of the merged entities
because it held the entine share capdal in each of the entibes.

# Year of Mobe
MWame of the branch: marger =

1. Gradsko stambeno komunalno gospodarstvo 2008

2 ‘Wodoopskrba | odwodmga 2006

3 Cistota 2006

4, Zagrebalke cesle 2008

& Zrimjevac 2006

6 Gradska groblja 2006

T. Zagrabparking 2006

8 Trnice Zagreb 2008

L Autobusni kolodor 2006

i 2605 2008
1. Zagrebatki digitaini grad 2005
12, Zagrebacki alektricni tramvaj (ZET) 2006

13. Stanogradnja 2006
14. Robni termanali Zagreb
18 Viadimir Mazor 2007
16 Zagrebacki velesajam 2007
17 Zagreb film 2007 Separated from Holding and transferred o
18 Zookoski vit Grada Zagreba (The Zagreb Zoo) 2007  Separated from Holding and transferred to
19 AGM 007
200 Tehnoledki park 2007  Separated from Helding and transferred to
21 Zagrebacka veletrinica 2007  Extinguished in 2007 and merged to
22 Sports facility managemant 000 0
€3 Autobusna radionica Zagreb (ARZ) 2007  WWound-up in 2007 and marged to ZET

Zagrebacki Holding d.0. 0., Zagreb 11



Notes lo the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

1. GENERAL INFORMATION ([CONTINUED)

Principal activities

At 31 December 2012 Zagrebalki Holdimg do.o., Zagreb ("the Company™) comprised the following bussness

units/branches:
MName of tha companyfranch Headquariers Frarmi of Principal achwity Craniarship inferast
ofganSation L itE a0
Zagrebatki holding Avenija Vulkowar 41 limited liaflity  Pubdc trarsport, wates 100% Ciy  100% Ciy
COmpany supply; cleaning, waste of Zegreb  of Zagreb
collection and dispogal,
frivvel agency business;
sparis, taciity and real
esiale managament
1. GSHG Saveks casta 1 branch Faclity manageman 100% 2g.  100% 2g
hakfng halding
2 Gradska giobla Miregey 10 branch Funeral and ralated 100% 29, 100% 2g
SETVICRE holdng haiding
3 Vodoopskrba | odeadnja  Folnegowsdeva 1 branch Wiater collection, breaimend  100% Zg.  100% Zg
and supoly halding halding
4 Cslots Resdnitha 82 branch Pubdic area cleaning, 100% 29 100% Xg
wasie callection and haldeg haiding
disposal
5 Zagrebadk elakindn Orzaljska 105 branch Pubdc passenger fransport  100% 2 100% 2g
trarmvaj halding haiding
6. Znnjevac Rermetinetka 92 branch Lamndscaging and plar 100% Zg. 1009 Zg
growing haldng halding
7. Zagrebparking Subiteva 40 branch Pubdic parking loés and 100% g 100% Zg
garages halding reaiding
A  Zagrebalks ceste Dionje Svehce 48 branch Ragicnal and local rpad 100% 29 100% Zg
management, halging hoiding
rdiflenance and
congirecticn
89 Auviobusni kolodvor Avanija M. Drisca 4 branch Bus station 100% Ag.  100% Zg
Zagreb halding hicading
10 Trdnica Zagred Substeva 40 branch Wholesabs ard retail 100°% 2g  100% Zg
markats, warehousing and  halding hizdirg
storage
1. ZGOS Zetani trg 3 branch Wasle collection and 1000 2g  100% Zg
ramaval hu-l-ding huﬂding.
12, Fagrebath digilalm grad  Slavonska avensga branch Lease of IT cable and 100% Zg  100% Zg
bb netwaork syshems halding heiding
13 Slamsgradnja Bukovatka 4 branch Flat consbruction and sale 1007 Zg  100% Zg
hlding hisidirg
14 Sparis faclity Trg K. Cosita 11 branch Sports faciby management  100% Zg  100% 2g
managerment and mainbanamos haiding hioding

Zagrebacki Holding d.0 o.. Zagreb
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

1. GEHERAL INFORMATION (CONTINUED)
Principal activities (continued)
Marme: of the companybranch Headguarters. Farm af Prncipal activty Cwngrshp inbarest
-urg_hi:ﬂ:ln . B 2012 2011
15 AGM Mihanowviteva 28 branch Pubdishing 100% Zg  100% £g.
hegiding holding
16 Robni terminali Zagreb Jarkormar 25 bramch VYaremaLsing 100% Zg  100% Zg
beslching huzidding
17 Wisdimir Mazor Masimir 52 granch Travwel agency business 1000 2g  100% Zg.
haiding heiding
18 Zagrebathi velesajam A Dubdavnik 15 oranch Organisation of fairs, 100% Zg  100% Zg.
CONQREsSes. Seminars hlding hedding
Companies and institutions owned by Zagrebacki hodding
1 Gradska plinara Zagreb Ragnidka 1 lirited Gas distibuton 100% 2g  100% 2g.
deoa iighility hileling hesdirg
Company
2 (Gradsks plinara Zagreb . Radnidka 1 limited Gas supply 10 7y 100% Zo.
Opskrba d.o.o iability hiding hodding
oompany
3 Zagreb plakat d.o o Savska cesta 1 lirnited Lease &f advertizng 51% Zg 51% Zg
lighility space Fedeirsg hkding
company
4 Gradska ljekama Zagreb Kralja Driisiava & institution  Drugsione 100% Zg  100% Zg
heldirg helding
% Zagrel arena 400 Gawska casla 1 limited Sports facility 100% 2g.  100% 2g.
habilty  reansgement and hiidirg heikding
company  arganisation of sporing
evenls
g Zagreb centrurn d.d Ay Dmibronik 15 dd Real estabe activilios ]
T Zagrebatko investicijska Ay Dubrownik 15 lirnitad irvastmint fund s ]
drubtvod oo lakility management
comgany

" In Nowember 2011 the merger of Zagreb centrum d.d. and Zagrebatko nvesticsko drugtve dooo. into
Zagrebadki holding d.0.0, was entered in the regisiry of the Commercial Court in Zagreb based on the Decision of
the Assembly of 13 Seplember 2011 and the underlying merger agreements. The mergers were effected by
transfernng all the assets of those companies, together with all the rights and obligations attaching fo them,
without increasang the share capstal,

Zagrebatki Holding d 0.0 Zagreb
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Motes fo the unconsolidated financial statements of the Company (continued)
For the year -EI'Iﬂ_Ed an DenembE!r 2012

1. GEMERAL INFORMATION (CONTINUED)

Principal activities

Ciurimg the year, the principal activities of the Company comprisad the provision of the following services:

Cleaning and waste remowval services

Fublic passenger fransport services

Water colbection, treatrment and supply

Landscapeng and plant growing

Managemenl, maintenance, construction and protection of regional and local roads
Warghousing and rental services

Flat construction and sale

Other senices

SToe ~pap oo

Staff

At 31 December 2012, the Company had 11620 employeas (31 December 2011 11,778 employees), as

presanted below:

Branch  mnzzne 311212011
ZET 4 276 4 .315_
Cistoda 1,570 1.597
Vedoopskrba i odvodnja 1221 1,315
Zrinjevac 773 780
Zagrebatke ceste 716 700
Sportski objekti 485 495
Zagreb parking 480 a74
Trinica Zagreb g2 350
Robni terminak Zagrek 342 387
Gradska grobljia 314 290
GSKG 248 295
Zagreback velesajam 233 237
Headguarters 2058 184
Autobusni kolodvor Zagrab 123 127
Wiadinar Nazor o6 g
2G0S 30 40
AGM 38 37
Zagrebatki digitaini grad 15 12
Stanogradnja 13 14

11,620

Zagrebacki Holding d o o, Zagreb




Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

1. GENERAL INFORMATION (CONTINUED)

Directors and management

The members of the Management Board of Zagrebacki holding d.o.0. wera as follows:

2012 20m

1 vo Covit, President 1 vo Covic, President

2 Branimir Deli¢. Member until 12 October

2012 2 Branimir Delic, Member

3 Viasta Pavic, Member 3 Viasta Pavic, Member

4 Alenka Kodiga Citin-Sain, Member 4 Menka Kodisa Citin-Sain, Member
5 Tomislay Culo, Member since 12 Oclober

2012

The directors of the companies and branches managed by the Company al 31 Decemnber 2012 were as follows

Company | branch Director ! Manager
Zagrebatk holding d 0.0 Ivo Covic

-1, Gradsko stambend komunalng gospodarstvo, a branch Josko Jakehd

- 2, Gradska grobija, a branch Lierka Cosi¢

= 3, Vodoopskroa | odvodnja, a branch Davor Polpak

- 4, Cisteda, a branch Branimir Valasek

- 5, Zagrebacki elekinéni ramvaj, a branch Dubravko Banbewt

- &, Zrinjevac, a branch igar Toljamn

= 7. Zagrebparking, a branch Robert Miseta

- 8, Zagrebacke cesie, a branch Alen Gospodic

= 9. Aulobusni kaladwar, a branch Anbe Cicvaric

- 10. Trinice £agreb, a branch Dario Kobeséak

-11. ZG0OSE, a branch Zlatko Milanowid

- 12. Zagrebadki elektrién| tramway, a branch heana Krivié

- 13, Stanogradnja, & branch Filko Cezner, unbl 3111212, Zdravko Jug,
since 010212

= 14, Raobmi termmnali Zagreb, a branch Tada Ciget

=15, Viadimir Nazor, a branch Srdan Viaowic

- 16. Zagrebatki velesajam. & branch Milan Trbojewid, since 090022012

<17, AGM, a bramch Bode Covie

- 18, Upravijanje sporiskim chjektima, a branch Iwo Erie
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Motes to the unconsolidated financial statements of the Company (continued)
For the vear ended 31 Decamber 2012

1. GENERAL INFORMATION (CONTINUED)

Directors and management {continued)

Mambers of the Supervisory Board of Zagrebadki holding dunng 2012

1 lvo Drudic, President (untd 28 February 2012)

2 Josip Kregar, Deputy President of the Supenasory Board (until 28 February 2012)
3 Andelka Buneta, Member (umtil 28 February 2012)

4 Dragan Kovadevic, Member (unfil 01/052012)

5 Mato Crkvenac, Presdent (since 28 February 2012)

6 Maruska Vizek, Deputy President (since 28 February 2012)

T Hrvaje Simovid, Member (since 28 February 2012)

B Mina Tepes Member (since 28022012}

Members of the Supervisory Board of Zagrebacki holding duning 2011:

1 President of the Supervisory Board [until 28 February 2012)

2 Josip Kregar, Deputy President of the Supervisory Boand (wnlil 28 February 2012)
3 Andelka Bunata, Mamber (until 28 Fabruary 2012)

4 Dragan Kovacavic, Member (until 1 May 2012)

5 Mato Crkvenac, Presidend (since 28 February 2012)

G Maruska Vizek. Deputy President (since 28 February 2012)

T Hrwoje Simovic, Member (since 28 February 2012)
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

1. GEMERAL INFORMATIOMN [CONTINUED)
Directors and management (continued)

The members of the Assembly during 2012 werne as follows

1 Davor Bernardié (until 27/00/2012) 12 Nenad Matié (24/05-27/09/2012)

2 Dragan Korolya-Marinié (until 27/09/2012) 13 Dragan Kovadewd (24/05-27/08/2012)

3 Zvane Brumnié (until 27/09/2012) 14 Mihaela Grubidié Seba (since 27/08/2012)
4 Dragan Vulié (untl 27/08/2012) 15 Burdica Jurié (since 27/09/2012)

5 Jurica Mesi¢ (untl 27/09/2012) 16 Viktor Gotovac (since 27/08/2012)

& Tatjana Haoljevac (until 27/0%2012)
7 Vesna Brezié (until 27/00/2012)

& Damira B (until 27A002012)

9 Velirmir Srita (wntil 24/05/2012)

10 Joro Radod (unbl 2405/2012)

11 Darinko Kogor {until 27/08/2012)

The members of the Assembly during 2011 were as follows:

1 Davor Bemnardic

2 Boris Speem (until 19 December 2011)

3 Ivane Brumnid

4 Mirando Mrsié (until 19 December 2011)
5 Junca Mest

& Tatjana Holjgvac

7 Jasen Mesid (until 22/02/2011)

& Velimir Srica (until 240052012

“ Radimir Cadid (until 12/07/2011)

10 Radimir Cacic (until 25052012

11 Darinko Kosor

12 Yesna Brezic

13 Dragan Korolig-Marnine (since 19 December 2011)
14 Dragan Vel (since 19 December 2011)
15 Danira Bilt (since 220022011)

168 Danira Bilk (since 24/052012)

17 Dragan Kovafevid (since 25052012)

Zagrebacki Holding d 0.0, Zagreb
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MNotes to the unconsolidated financial staterments of the Company (continued)

2. ADOPTION OF MEW AND REVISED INTERMATIONAL FINANCIAL REPORTING STANDARDS

The foliowsng amendrments 1o the existing standards isswed by the International Accounting Standerds Board and
interpretations issuped by the Intermational Financial Reporting Interpretations Commitlee are effectve for the
currem period

-

Amendments to IFRS 1 First —time Adoption of IFRS - Severe Hyperinflation and Removal of Fixed
Diates for First-ttme Adopters (effective for annual peniods beginning on or after 1 July 2011)
Amendments to IFRS 7 Firancial Instruments: Disclosures - Transhers of Financial Assels (effective
for annual peniods beginning on o after 1 July 2011),

Amendments to IAS 12 Income Taxes - Deferred Tax: Recovery of Underying Assets (effective for
annual paricds beginning on or after 1 Januany 2012)

The adoplion of the amended and revised Standards and Intespretation has not lead to changes in the Company’s
accounting policies

Standards and inferpretalions in sswe nol yel adopled

At the date of authorisetion of these financial statements the following Standards, revisions and Interpretations
Wt 1N 15508 but nol yel effective

IFRS 9 Financial lnstruments, as amended in 2010, (effective for annual periods beginning on or afer 1
Jamuary 2015)

IFRS 10 Consolidated Financial Statements, pubkshed on May 2011, supersedes the prewvious versian
of WS 27 (2008) "Consolidated and Separale Financial Stalements”, (effective for annual periods
beginning on or after 1 January 2013)

IFRS 11 Joint Arrangements, published on May 2011, superseded IAS 31 “Interests in Joint Yentures®
{eflective for annual perods Deginning on o after 1 January 2013)

IFRS 12 Disclosure of Miterests in Other Entities, published in May 2011 (effectve Tor annuad penods
beginning om or after 1 January 2013}

IAS 27 Separaie Finarcial Statements (as amended in 2071) - Consolidation reguirements previously
forming part of 1AS 27 (2008) hawve been revised and are now contained in IFRS 10 “Consolidated
Financial Statements’, (effective date of 1AS 27 (as amended in 2011) for annual penods beginmng on or
after 1 January 2013)

IAS 2B Invesiments in Associates and Joint Ventures (as amended in 2011). This wersion
supersedes 1AS 28 (2003) Investments in Associates (effective date of 1AS 28 (as amendead in 2011) for
annual perods beginning an or after 1 Janwary 2013)
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Notes to the unconsolidated financial statements of the Company (continued)
FEIFTI'rE yvear ended 31 December 2012

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(CONTINUED)

Standards and Interprefalions in sswe nal el adopled (comivraed]

+ Amendments to IFRS 1 First =time Adoption of IFRS, publizhed in March 2012, amendments for
govemment koan with a below market rate of inferest when ransiboning to IFRS (effective for annual
panods beginning an or after 1 Janwarny 2013).

« Amendments to IFRS 7 Financial instruments: Disclosures published in December 2011,
amendments enhancing disclosuras about offsathing of hinancial assets and financial iabilities (effective lor
annual pericds beginning on or after 1 January 2012 and amendmants reguiring disclosures abouwd the
initial application of IFRS 9 (effective for annual pericds beginneng on or after 1 January 2015),

=  Amendments to |AS 1Presentation of Financial Statements - Revising the way of presenting the ather
comprehensive income (effective for annual penods baginming on or after 1 July 2012),

=  Amendments to IAS 18 Employee Benefits - Improvements to the Accounting for Post-Employrment

Benefits (effective for annual pencds beginneng on or aftér 1 January 2013),
«  Amendments to IAS 12 Financial lnstruments; Presentation and IFRS T Financial Instrumanis:

Discioswres, published in December 2011, amendmenis to application guidance om the offseiting of
financial assets and financial instruments (effective for anmual penods beginning on or after 1 January

2014)
« IFRIC 20 TStripping Costs in the Production Phase of a Surface Mine ((effective for annual pericds

beginming on or after 1 January 2013).

«  Amendments to various Standards and Interpretations from Annual improvements 2008 - 2011
Cycle, published in May 2012, a collection of amendments to IFRSs, in response 1o issues addressed
during the 2004 -2011 cycle. Five standards (IFRS 1, A5 1, IAS 16, 1AS 32, 1AS 34) are primarily affected
by the amendments, wih conseguential amendments 1o numergus others (eflective for annual periods
beginning on or after 1 January 2013).

« Transition guidance, published in June 2012, amendment to IFES 100 IFRS 11 and IFRS 12 (effective fior
annual periods beginning on of after 1 January 2013)

«  Amendments to inmvestment entilies for IFRS 10, IFRS 12, 1AS 27 published in October 2012  (effectve for
annual periods baginning on o after 1 January 2014)

The Management Board has elecied not 1o adopl these Standards, revisions and Interpretations in advance of
their effective dates
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Motes to the unconsaolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

2. ADOPTION OF NEW AND REVISED INTERMATIOMAL FINANCIAL REPORTING STANDARDS
(CONTINUED)

Standards and Inferprelations in zsee nol el adopted (contimaed]

The Management Board anticipates that the adoption of IFRS § Financial Insfrumenis will have a material impact
an the measurement and disclosure of financial statements and the adoption of IFRS 12 Disclosure of nleres! in
Other Entifes and IFRS 13 Fair Value Measurement will result in more detailed disclosures in the consolidated
financial stalemants,

The Management Board anlicipates thal the adoption of IFRS 10 Consolidafed Fingncial Statements, IFRS 11
Jount Arrangemaents will not have a matenal impact on the financial statements of the Group in the period of thewr
adoption

It atso anficipates that the adoption of the above-mentioned amendments to A5 32 and IFRS T will result im
enhanced disclosures about the offsefting of financial assets and financial liabilities in the fulure, In addition, the
Management Board considers that IFRIC 20 will have no impact on 1he consolidated financial statements of the
Growp because the Group is not engaged in the activites of this nature
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

J. SIGNIFICANT ACCOUNTING POLICIES

a) Statement of compliance

These unconsohdated financial staements are prepared in accordance with Infernational Financial Reporting
Standards

b} Basis of preparation of the unconsolidated financial statements

The unconsalidaled financal statemants of the Group incorparate the financial statements of Zagrebaéki holding
d.0.0. and of is brancheas.

The unconsclidated financial statements of the Company have baen prepared wnder the historical cost basis,
except for certain non-current assets, which are stated at revalued amounts, as dischosed in Mate 18 and 18 to the
financial statements.

The preparation of the unconscldated financial statements in accordance with IFRSs reguires from management
to make estimates and assumptions that affect the apphcation of accounting policies and reported amounts of
assets and ligbilibes, and rewenues and espenses The areas inwolving a hegher degree of judgement or
complexity, or areas where assumptions. and estmates are significant io the consolidated financial statements are
disclosed in Mote 3y.

¢) Reporting currency

The financial statements are presanted in Crogbian kunas. All amownts disclosed in these financial stalements are
presented in thousands of kunas unless stated otherwise. At 31 December 2012, the official exchange rate of the
Croatian kuna against 1 ewro and 1 US dollar was HRK 7 545624 and HRK 5726794, respectively (31 December
2011 HRK 7.53042 for 1 LS dollar and HEE 5 81284 for 1 ewno)

d) Intangible assets

Compider soffwane

Software licences are capifalised based on the cost of purchase and bringing scftware Inlo @ working conditon for
s intended use. The cost s amortised over the useful life of an asset

frdermally generaled infangible assels - research and development expendiune

Expenditure on research activities is recognised as an expense in the penod in which it is incurred. An internally-
genarated intangible asset ansing from development (or from the deévelopment phase of an internal project) is
recogresed if. and only if, all of the following have been demonsirated

*  the technical feasibility of completing the intangsble asset so that it will be availabde for uss or sale:
+ the intention to complete the inangible asset and use or sell it;
= the ability to use or sell the miangible assel
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d) Intangible assets (continued)
frdemaity generated ifangibie assels — research and developmen! expendiure (comtinued)

= the inention to complete the intangible assel and use or sell it

= how the intangible asset will generate probable future economic benefits;

= ihe availtability of adequate techrscal, financial and other resources to complete the development and to
usge or sell the intangible asset; and

= {he ability to measura reliably the expenditure attributable to the intangible asset durng its developrment

The amount initialty recognised for an internally-generated intangible asset is the sum of the expendifure incurmed
fram the date when the intangible asset first meets the recognition criteria listed above. Where no internally-
generaled inMangible asset can be recognised, developrent expenditure is recognised in profit or koss in the penod
in which it is incurmed.

Subsequent to initial recognition, intemally-generated intangible assets are reported at cost less accumulated
amonisation and accumulated impairment losses, on the same basis as intangible assets thal are acguired
separately

&) Property, plant and aguipment

Buildings held for use in the production or supply of goods or services, or for administrative purposes. are stated in
the statement of financial position at their revalued amounts, being the fair value at the date of revaluaton, less
any subsequent accumulated depreciation and subsequentty accumulated impairment losses. Revaluations are
periormead with sufficient regulanty such thal the carmyang amounis do nod differ materialky from those thal would be
determined using fair values at the end of each reporing pericd

Any increase arnising on the revaluation of such kand and buildings is recognised in other comprahansive income,
except to the extent that it reverses a revaluation decrease for the same asset previously recognised in profit or

in which case the increase is credited 1o profit o loss to the extent of the decrease previously expensed. A
decrease in the carmpng amount anising on the revaluation of such land and buildings is recognised in profit or loss
to the extent thal it exceeds he balance, if amy, held in the propedies revaluation reserve relating 10 @ previous
revaluation of thal assel
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Nates to the unconsalidated financial statements of the Company (continued)
Erﬂ"rE year El:ld_ed 31 Decernber 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e) Property, plant and equipment (continued)

Properties in the course of construction for production, supply or adrniniairalive purposes or purpases not yel
defined are caried at cost, less any recognised impairment loss Cost includes professional fees and. for
qualifying assets, borrowing costs capitalised in accordance with the Company's accounting policy. Depreciation af
these assels, which is provided on the same basis as for other properties, commences when the Bssets and raEdy
for their inbended wse,

Freehold land is not depreciated

Instaflations and equipment aré recognised nitially at cost, less accumulated depreciation and accumulated
impairment losses.

Depreciation is provided $o as to write down the Cost or revalugd amount of an asset over the estimaled wseful life
of the asset using the straight-line method. The estimated wseful life and amortisation method are reviewed at the
end of each annual reporting period, with the effect of any changes in estimaie being accounted for on a

prospective bass

Astsls held under finance leases are deprecialed over their expected useful lves on the same basis as owned
assats or. where shorier, ihe term of the relevant lease

Any gain of loss ansing on the disposal or retirement of an item of property, plant and eguipment is determined as
tha differance between the sales proceeds and the carrying amount of the asset and recognised in profit of loss

Property, plant and equipment are depreciated using the straight-ling method at the rates ranging from 1.25% to
25 % annually. over the following useful lives:

2012 2011
Buildings 20-80 years 20-80 years
Wehicles 4-20 years 4-20 years
Plant and equipment 4-10 years 410 years
Office equipmant 4.5 years 4-5 years

Residual value is calculated on prices prevailing at the date of acguisition or revaluation
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e} Property, plant and equipment (continued)

Assels under construclion comprise costs deectly related bto consiruction of tangible fived assets plus an
appropriate allocaton of vanable and fized overheads that are incurred dunng construction. Assets wnder
construction are deprecialed once they are ready for use. Costs incurred in replacing major porlions of the
Company's facilities, which increase their productive capacity or substantially extend thesr useful life. are
capitalised. Maintenance, replacement or pariial replacement costs are recognised as expenses in the period in
which they are incusred

Impairmnant of tangible and infangible assels

Al each reporing date the Company reviews the carrying amounts of s tangible and intangible assels to
determing whether there is an indication that the assets may be impaired, If any such indicabon exists, the
recoverabde amount of the asset is estimated to determine the extent of any imparment logs Whene o 8 nob
possible o estimate the recowerable amount of an individual asset, the Company esbmates the recoverable
amaunt of the cash-generating unit to which the asset belongs

Recoverable amount (s the higher of fair value less costs to sell and valug in use, In assessing value in use, the
estimated fufure cash lows are discounied 1o thedr present value wsing a pre-tax discount ratle that reflects cumrent
markel assessments of the time value of money and the nsks specific to the asset,

It the recowerable amourd of an asset (or a cash-generated whith is astimated to be less thal its carrying amownt,
the carrying amownt of the assel [cash-generating unit) is reduced to its recoverable amount. An impairment 1055
i5 recogrised immediately n profil or boss, undess the relevant asset is kand or a buikding other than an investiment
property camed at a revalued amount, in which case the impairment loss is treated as a revaluation decreasa

Whare an impairment loss subsequently reverses, the camying amount of the assel {or cash-generaling unit) is
increased 1o the revised estimate of its recoverable amouni, but 5o that the increased camying amount does not
exceed the camying amount that would have been delermined had no impairment loss been recognised for the
asset (or cash-generating unif) in prior years. & reversal of an impairment 1085 5 recognised immediately in profit
or loss, wnless the redevant assel is carmed al a revalued amount, in which case the reversal of the impairment loss
i treated a% a revaluation inchease
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 11 Decembaer 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
f) Investment propernty

Investment property represents property (land) held by the Company far increasing its market value. Investment
property is measured initially at cost. Subseguent to Inlial recognition, invesiment properies ane measured al fasr
valua. Gains and losses arising from changas i the fair valug of investment properties are included in profit or loss
for the penod in which they arise.

Investment properties are derecognised on sale or permanent withdrawal from use, as well as when no future
economic benefits from their disposal are expected. Any gain or loss arising from derecognition of an item of
imeesiment property, measured as the difference between the net disposal proceeds and the carrying amount of
the asset, is recogniged in profit or logs when the item s derecognised.

g) Non-current financial assets

The Company classifies its financial assets into the following categones: financial assets ‘al fair value through
profit or less' (FVTPL), ‘loans and recevables’, held-lo-malurity investments’ and financial assets available for
sale’.

Effactive inferast melhod

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating
interast income over the relevant period, The efective interest rate is the rate thal exaclly discounts estimated
fuiure cash receipts (ncluding all fees on poinis pakd or recenved that form an infegral pan of the effective interesi
rale, ransaction costs and olher premiums or digscounts) through the expected life of the financial asset, or, where
appropriate, a shorter penod

Income is recognised on an effective interest basis for debt instruments other than those financial assets
dasignated as at FVTPL.
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

gl Men-current financial assets (continued)

Financial assets at fair value through profit or Igss (FVTPL)

Financial assets are classified as at FVTPL when a financial asset is edher held for trading or it is designated as at

FVTPL

A financial asset is classified as held for trading i

it has been acquired principally for the purpose of selling in the near future; or

i1 is @ part of an idemtified porticlio of financial instruments that the Company manages together and has a
recent actual pattern of shart-lerm peofit-taking, or

is a derivative not designated or effective as a hedging instrument.

A financial liability other than & financial kability held for trading may be designated as at FVTPL upon initial
recognition if:

such dessgnation efiminates or sgnificantly reduces a measurement or recognition inconsistency thal
would othersse anse; ar

e fimancial liability forms part of a group of financial assels of financial kabilties or both, which is
managed and its performance s evaluated on a fair value basis. in accordance with the Company's
documenied risk management or investment siralegy, and information about the grouping is provided
intermally on thal basis, of

it forms part of a coniract containing one or more embedded derivatives, and IAS 39 Financial
Instruments: Recognition and Measurermeni permits the entire combined confract (asset or liakbility) to be
designated as &t FWTPL

Fenamcial assets at FYWTPL are stated at fair value, with any gaing or 105585 ansing on remeasurement recognised
in profit or loss. The net gain or 10ss recognised in profit or loss inconporates any interest paid on the finamcial
llability and is included in the 'othar gains and bosses' line item in the statement of comprehensive income
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
g} Mon-current flnanclal assets (continued)
Hedg- e : :

Bills of exchange and debentures with fieed or determinable payments and ficed maturibes dates that the Growp
has the positive intent and ability fo hold 1o matunty are cassified as held-io-matunty investments. Held-to-malurity
imvestments are recorded at amortised cost using the effective inferest method less any imparment, Wil fevenes
recognised on an eMective yield basis

Financial assets available for sale

Listed shares and listed redeemable noles held by the Company that are traded in an actve market are classified
as being AFS and are stated af fair valuee. The E-l:lﬂ'h:lﬂﬂ'y algn has investments sn unlisted ghares thal are not
traded in an active market but are classified as financial assets available for sale and carmed at fair value because
the management conssders thal their fair walue can be determined relably. Gains and losses arising from changes
in the fair value are recognised in other comprehensive income and accumulated ;o equity within imvesiment
revalualion reserve except for impairment losses, interes! determingd using the effective intersst! rate and
exchange differences on monetary assets which are recognised in profit or boss. Where the investment is disposed
of or is determined 1o be impaired, the cumulative gam or loss prewously recogresed m the mvesiments
revaluation reserve 15 included in prafit or loss for the penod

Divichends an AFS equity instruments are recogmsed in profit or loss when the Company's nght to recesve the dwvidends
s estabdished.

Loans and receivables

Trade, loan and other recenvables with fixed or delermmable payments thal are not guated an an active marked ang
classified as lgans and recesvables and measwed at amortised cosi wsng the effective inferest method, less any
impairment losses. Interest income is recognised by apphyng the effective inlerest rate, excepl for shor-lerm
receivables when the recognition of interest would be immaterial

The fair value of AFS monetary assels denomenated in a loreign currency 15 determined in that foreign currency
and translated at the spot rate af the reporting date. Exchange differences ansen on transiation and recognised in
profit or loss are defermined on the basis of the amortised cost of the monetary assel. Other exchange differences
are recognised in other comprehensive income
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decemnber 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

g} Hon-current financial assets (continued)
impairmeant of fingrncial fesels

Financial assets, other than those at fair value through profd or loss reporied in the stalement of comprehansive
income, are assessed for indications of impairment at each reporing date. Financial assets are impaired where
there is cbjectve evidence thal, as a result of one or more events hal socumed after the initial recognition of the
financial asset, the estimated fuiure cash flows of the invesiment have been iImpaded

For uniisted shares classfied as AFS, a significant or prolonged declne in the fair value of the securty below its
cost is considered to be objeciive evidence of impairmeant.

For all other financial assels, incleding redeemable notes classiied as AFS and finance lease recenvables,
objective evidence of impasrment could include:

«  significant financial difficulty of the 1ssuer or counterparty. or
«  gdefault or delinguency in interest ar principal payments; or
= | becoming probable that the borrower will enter bankrupicy or financial restruciuring.

For cerlain categones of financial asset, such as trade receivables, assels that are assessed not to be impaired
individually are subsequently assessed for impairment on a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Company's past expeneénce of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credi period of 60 days, as well as observable
changes in national or local economic conditions that cormelate with defawll on recevabies

For financial assels carmed a1 amontised cost, the amound of the impairment is the diference belween the asset’s
carmyng amount and the present value of estimated future cash flows, discounted at the financial assel's onginal
effective mberest rate

The carying amount of the financial assel is reduced by the impairment loss directly for all financial assets with

the exception of frade receivables where the camyang amount is reduced through the use of an allowance account.

Whan a frade receivable is considerad uncollectible, it is writlen off against the allowance account Subseguent
ares oF ameonte praviously wriften off are ~~sdited anaingd the allowance accound Chsnges in the camymg
il ol the allowance sccount ang fec agrisded 2o ul comprehensive INcome
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MNotes to the unconsolidated financial statements of the Company (continued)
Far rhe_qrear en_u:lﬂ i December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

gl Mon-current financial assets (continued)

With the exception of AFS equity instruments carried afl fair value through the statement of comprehensive income,
if, i a subsequent perod, the amourt of the impairment loss decreases and the decrease can be related
objectively o an event occurring after the impaiment was recognised, the previously recognised impairment loss
i& reversed through the statement of comprehensive income to the extent that the camrying amount of the
invastment at the date the impairment is reversed does not exceed what the amortised cost would have been had
the impairment not been racognised

In respect of AFS equity securties al fair value through the statement of comprehensive income, impairment
Iosses previoushy recognised in the statement of comprehensive income are not reversed through the stalement of
comprehensive income. Any incréase in fair value subsequent to an impairment loss is recognised directly in
equity

Deracogrnion of financial 255ms

The Company derecognises a financial asse! only when the contraciual nights to the cash flows from the asset
expirg, o il ransfers the fnancal assel and substantially all the nsks and rewards of ownership of the assei to
anather entity. I the Company neither irangfers nor retains substantially all the risks and rewards of ownership and
continuees 1o control the transferred assel, the Company recognises its retasned interest in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the nisks and rewards of
ownership of a transferred financial asset, the Company continues fo recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

hy Cash and cash equivalents

Cash comprises cash on hand and with banks, Cash equivalenis comprise demand deposits and term deposits
with maturites of wp to thres months
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MNotes to the unconsaolidated financial statements of the Company (continued)
E the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i} Trade receivables and prepayments

Trade receivables and prepayments are shown al amounts invoiced in accordance with the underlying agreement,
order, delivery note and other documents sening &s the billing basis, net of allowance for uncollectible amounts.

The management provides for bad and doubthul receivables past due beyond one year, and on the basis of the
overall ageing structee of all recesvables, as well as by revigwing individual significant amounts receivable

i} Inventories

Inventones comprise mamly spare parts, mabtenals, work in progress and fireshed products and are carmied at the
Icwar of weighted average price, net of allowance for obsolele and excessive inveniories, and net realisable value.
Management provides for inwentones based on a review of the overall ageing of all inventories and a specific
revienw of sagnificant indnadual items included in inventones. Inventones of work in progress and finished products
ara carried at the kower of production cost and the net selling price.

K| Fareign currencies

The financial statements of the Company are presented in the curmency of the primary economss envirgnment in
which the Company operates (ds functional cumrency). Mon-monetary items carmed at fair value thal are
denominated in foreign cumrencies are retranslated at the rates prevailing on the date when the fair value was
determanad. Mon-monetary items thal are measured in terms of historical cost in a forewgn currency are not
refranslated

Exchange differences arising on the settliement of monetary items, and on the retransiation of monedary items, are
included in the statement of comprehensive income for the period Exchange differences arsing on the
refranglation of non-monetary iems carmed at fair value are included in the statement of comprehensive income,
excep! for dfferences arising on the retranslation of non-monetary items available for sabe in respect of which
gasns and losses ane recognised diractly in aquity. For Swch non-monatary items. any exchange compomnent of that
gain or loss is alzo recogresed directly in equity

I} Retirement and long-service benefits
defined benefil retirement benefil plans, the cost of providing benefils is detern
Credit Mathod, with actuarial valuations being camied out at each reporting date. Actual gains and hs.s-es e

recognised in the pericd in which they anse

Past service cost is recognised immediately to the extent that the benefits are already vested Otherwise, i is
amoartised on a sirasght-line bagis over certain period until the benefits become vested
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I} Retirement and long-service benefits (continued)

The retirement benefit obligation recognised in the statement of financial position represents the present value of
the defined benefit obligation as of the reporting date. adjusted by actuanal gang and unrecognised pas! Senice
Caosd

The Company provides one-off long-service benefits (Jubilee awards) and retirermnent benefits 1o ds employees
The obligation and the cost of these benefils are delermined using the Projected Unit Credit Method The
Progected Unit Credit Method considers each period of service as giving nse to an addstional wnit of benefit
entitliernem and measures each unit separately to build up the final obligation. The relrement banefit oblgalion is
measured al the present value of estimated futere cash flows using a discount rate that 15 similar o the nterast
rate on govemnment bonds where the currency and terms of the government bonds are consistent with the
currency and estimated terms of the benefit obligation

m) Income tax
Imcorme tax expense represents the sum of the lax currently payable and deferred tax

Curranf fax

The tax currenily payable i based on the laxable profit for the year. Taxable profit differs from the nel profit
reported 0 the staternent of comprehensive income because it excludes items of mcome or expense that are
taxable or deduchtible in other years and it further excludes ilems that are nol taxable or deduclible. The
Company’'s ability for curment tax is calculaled using 1ax raies that have been enacted or substantively enacted by
the balance sheel date

Defermed fax

Deferned tax is the tax expacted to be payable or recoverable on differences between the canying amount of
assels and liabdlibes in the financial statemants and the cormresponding 1ax basis used in the computation of taxable
profit, and s accounted for wsing the balance sheel liability method. Deferred tax kabilties are gemerally
recognised for all taxable iemporary differences, and deferred {fax asseis are recognised fo the exient that it s
probakle that taxable profits will be available against which the deductible temporary differences can be uilised,

assets and [Eabilties are not recr~ ~2d  the temporary difference anses from goodwill or from the initial
iwwognition (othar than in a business comi.nation) of ciher assets and kabilities in a transaction that affects neither
the taxable praft noe the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiares
and associates, and interests in joint ventures, except where the Company is able to control the reversal of the
temporary difference and it is probable that the temporary diference will not reverse in the foreseeable future
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Motes to the unconsolidated financial statements of the Company (continued)
For the year endad 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i) Income tax (continued)
Deferrad fax foonlined)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
na banger probable that sufficient taxable profit will be available to aflow all or a part of the assel 1o be recovered

Deferred lax assels and habilities are measured at the tax rates that are expected o apply in the period in which
the liabdity is sefiled o the assel realised, based on fax rates [and tax laws) that have been enacted or
substantively enacted by the reporting date, The measurement of deferred tax liabilibes and assets reflects the
amount that the Company expects, al the end of the reporting peniod, 10 recover or setlle the carrying amount of its
assels and labilibes,

Deferred tax assels and liakdibtes are offset when there is a legally enforceable right 1o set off current lax assels
against current tax habiities and when they relate to income taxes lewvied by the same taxation authorty and the
Company mbends to settle its current tax essets and liabilities on a net basis

Curmemt and ceferrad faxes for the penod

Deferred tax I3 charged or credited in the income stalement. except when it relates 1o items charged or credited
directly 1o equity. in which case the deferred tax is also dealt with in equity, or where il arises from the imitial
accounting of & business combination,

Valwe-added tax (VAT)

The Tax Authorities reguire that VAT s seltled on a net basis. VAT on sale and purchase transactions is
recognised in 1he balance sheset on @ net basis. If a frade debtor is impasred. the related impairment loss is
included in the gross amount of the debtor, which includes VAT,

nj Provisions

Provisions ane recognized when the Company has a present obbgation {lagal or constructive) as a result of a past
event and il is probable {ie. more likely than not) that an owlflow of resources will be reguired fo setile the
abligation, and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed &t each
balance sheet dale and adjusted to reflect the current best estimate, Where the effect of discounting is material,
the amownt of the prowvision is the present wvalue of the espenditures expected to be required 1o selile (he
obligation, determined using the estimated risk free interest rate as the discount rate. Where discounting is used,
the reversal of such discourting in each year is recognised as a financial expense and the carrying amoun of the
provision increases in each year to reflect the passage of ime
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n) Provisions (continued)

A restrucluring provision is recognised when the Company has developed a detailed formal plan for the
resinuciunng and has raised a valid expectation in those affected that it will carry out the restructuring by starting to
implerment the plan or announcing its main features to those affected by i .

The amouwnt recognised &s a provision is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking mbo account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimaled o sefile the present obligation. s carmmying amount is the
present value of those cash flows.

When some or all of the economic benefits requined 1o setile a provision are expected 1o be recovered from a third
party, the receivable is recognised as an asset if 1 5 virtually cerain thal reimbursement will be received and the
amount of the recefvable can be measurad reliably

o] Borrowing costs

Borrowing costs directly attributable fo the acquisition, construction or producton of qualifying assets, which are
&ssels that necessarily take a substantial period of time fo get ready for thesr inlended use or sale, are added o
the cost of those assets, wnhd such time as the assets are substantially ready for their intended use or sale
investment income earmed on the temporary invesimeni of specihic borrowings pending (hair expendifure on
qualifying assets s deducted from 1he borrowing costs eligible for capitalisation.

All other barrowing costs are recognised in net profit or loss for the period in which they are incurred.

Shori-lerm borrowings and supgplier credis are recognised at the anginal amount less balances repaid. Interest
expenss i charged 1o the stalement of comprehensive income for the period fo which the imterest relates.

pl Financial liabilities and equity instruments issued by the Company
Claszificalion as debl or equify

Cebt and equity instruments are classified as either financial Fabilties or as equity in accordance with the
substance of the confractual arrangement
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Motes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

p} Financial llabilities and equity instruments issued by the Company (continuad)
Equify instrumernts

An equily instrument is any conifract that evidences a residual interast in the assets of an entity afber deducting all
of its liabilities. Equity instruments issued by the Company are recorded at the proceeds recenved, net of derect
issUE COsls.

Oibligations wnder financial guaranies contracks

Financial guaraniee contract obligabons are measured imitiglly at their fair values and are subssquently measured
at the higher of:

s fhe amount of the obligation under the coniract, a5 defermined in Bccordance with LAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and

»  the amount initially recognised less, where appropriate, cumulative amortisation recognised in accordance
wilh thie revenue recognition policies.

Financial iabiiies
Financial kabilities are classified ag edther fimancial liabdites ‘at FUTPL" o ‘olher financal liabsdities’
Firnancial ahdifies al fair valie though profif or loss (FWTPL)

Financaal habilities are classified as at FVTPL where the financial liability s either held for trading or it is
designated as at FVTPL

A financial kabibly i classified as held for frading if:

= it has been acquired principally for the purpose of selling in the near future; or

s it i5 a part of an identifed portfolio of financial instruments that the Company manages together and has a
recent aclual pattern of shor-term profit-taking. or

it is & denvatiwe that is not designated and effective as a hedging instrament
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Notes to the unconsolidated financial statements of the Company (continued)
For the year emded 31 [JEl::Eﬂ'lI':'l-H_ 2012

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

pl Financial liabilities and equity instruments issued by the Company {continued)
Financial liabiities af faw value through profit or loss (FYTPL) (continued)

A financial liability other than a financial liability hed for irading may be designaled as &t FVTPL upon initial
recogmition if

= such designation eliminates or significantly reduces 8 measurement or recognition imconsistency that
woukd olherwise anse, oF

s [he financial liabilty forms parnt of a group of financial assets or financial habilties or both, which is
managed and is performance is evaluated on a fair value basis, In accordance with the Comparny's
documented risk management o investment strategy, and information about the grouping is provided
intermally on that basis, ar

« it forms parl of a contract containing one or more embedded denvatves, and IAS 38 Financial
Instrurments: Recognition and Measurement permils the entire combined confract (assat or liabdlity) 1o be
designated as at FVTPL

Financial liabilities at FVTPL are stated ab fair value, with any resuitant gain or loss recognised in the statement of
comprehensive income. The nei gain or loss recogmised in the statement of comprehensive INCoMme moorporales
interest paid on the financial liabdity. The fair value s defermined as described in Nole 44 - Financial insiruments
Ciher financrad Kabalilies

Oiheer financial liabilities, including borrowings, are initially measured at fair value, ned of ransaction costs.

Dher financial liabdities are subseguently measured at amortised cost wsing the effective interest methed, with
interest expense recognised on an effective yield basis

The effective interest method s a method of calculating the amorised cost of a financial kability and of allocating
interest expense ower the relevant period. The effectve imMeres! rate 15 the rale that exacly discounts estimated
future cash payments through the expected life of the financial liakility, or, where appropriabe, a shorter paniod

Derecognition of fnancial iabidiies

The Company derecognises financal kabilities when, and only when, the Company's obligations are dischanged,
cancelled or they expire.
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
) Operating segment reporting

In accordance with IFRS 8, the Company identified is operaling segmeants on the basis of intemnal repons about
components of the Company that are regularly reviewed by the cheef operating decision maker in order to allocate
resowrces to the segmenis and to assess their performance. Details of individual operating segments are
disclosed in Mote 5 to the financial statements.

The Company monitors and presenis specifically the results of its major business segments.  The business
segments are the basis upon which the Company reports iz pimary segment information, Certain financal
information, analysed by business and geographical segments, are presented in Nole 5

rl Contingent liabilities

Contingent kabilites have not been recognised n these financial statements They are disclosed unless the
possibility of an outflow of resources embodying aconormic benelds & remolé. Mo contingent asseis have been
recogresed in these financial statements. They are disclosed in the noles when the inflow of economic benefits
becomes probable.

5) Ewents after the reporting period

Events after the reporting dale that provide addibional information about the Company’s position al the reporing
date (adjusting ewents} are reflected in the financial siatements. Post pericd-end ewents that are not adpisting
events are disclosed in the notes when matenal.

t} Rewvenue recognition

Revenue g recognised when it 15 probable thal eoonomic benefits associated with a ransackan vwill flow into the
Company and when the amourd of the revenue can be measured rediabiy Sales ane retognised nat of sales taxes
and digcounis, Revenws from rendering services is recogmised by reference to the days worked. Invoices are
issued on the basis of authenticated documentary evidence of the ordering parly of actual services perdormed by
the last day in & month.

Revenue description;

+« Water supply service moome comprsas income frem connections. water meter insialiation, as well as
from permanent monthly fees, increased by actual consumption based on the assessed consumption
level, as adjusted at the end of the reposting penod 1o reflecl the actual consumpbion based on lhe
readings,

« Pubbc transpon service revenue comprises income from the sale of tickets as per the public transport
price list for the City of Zagreb:

= Revenue from waste removal and cleaning contan income from the provided waste remaval and cleaning
servicas at rates cetermingd o the apphicable pricelist of the City of Zagreb,
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

] Revenue recognition (continued)

Public read management and maintenance revenue is recognised o the extent of the senices and works
deliverad, in accondance with 1he underlying coniracis with cusiomers,

Income from the sale of flats is recognisad when the significand risks and rewards of the ownership are
passed onto the buwer, together with the related cosis of selling (constructing) the fiats;

Warehousing and operating lease ncome s recognised in accordance with LAS 17 on a siraight-line basis

owver the relevant lease term

i.  Product and merchandise salas are recognised when the delivery 5 made and accepled by the
customer and when the collectabdity of the receivables 5 virfually cerfain. Revenue from the sale of
goods is recognised when all the following condiicons are satisfied:

- the Compamy has transferred 1o the buyer the sigmificant risks and rewards of ownership of the
goods;

- the Company retains neither continuing managenal involvermant to the degrea usually assooiated
with ownership nor effectvve confrol over the goods sold,

the amouwnt of the revenue can be measured reliably;
it iz probabée that the economic benefits associated with the transacton will flow to the entity; and
the costs incurred or to be incurred on those transactions can be measured reliably

in. Sales of services are recognised in the accounting perocd in which the sendces are rendered, by
reference to completion of the specific transaction assessad on the basis of the actual service
provided as 8 proporon of the total services o be provided.

The stage of completion of the contract is determmned as follows
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feas for the layng of installations are recognésed by reference to the stage of completion of installations,
which is determined as a penod from the end of the reporting pericd relative to the olal expecied period of
installation completion

servicing fees included in the cost of goods sold are recognised by based on the share of the total
sarvicing cost of a product scld by reference to the numbsr of serices performed of products sold in prioe
penods and

revenue from time and material conlracts i recognised at the contractual rates as labour hours and direct
EXpenses gre incurmad




Motes to

For the year ended 31 December 2012

the unconsolidated financial statements of the Company (continued)

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1} Revenue recognition (continued)

W

u) Leases

Income from govermment granis comprisas tha following:

grants related to assets, including non-monetary grants at fair value, which are presented in the
siatemeni of financial position as defefed income, and & recognised as revenua over tha
perod necessary o match them with the redated costs (depreciation),

gramis receivable as compensation for expenses or losses already incurred or for the purpose of
giving immediate financial support 1o the entity with no fulure related costs, which are recognised
25 impome of the penod in which it becomes receivable.

A government grand is not recognised until there is reasonable asswrance that the Company will
comply with the conditions attaching to if, and that the grant will be received.

The benefit of a government gramnt approved at an interest rate below the market rate is accounted for
a3 a gowernment grant and disclosed as the difference between the funds received and the fair value
of the loan on the basis of the prevailing market interest rates.

Gramts whase primary condition i that the Company shoubd puerchase, consinect or otherwise acquirg
long-term assets are recognised in the statement of financial position as deferred income and
trangferred to prodit or loss on a systematic and rational basis over the useful life of the asset

Other govermnment subsidies are recognised systematically as revenue through the number of periods
necessary 1o malch them with the related costs. Government grants that are receivable as
compensalion for expenses or losses already incurred or for the purpose of gnang iImmediate financial
suppor to the Company with mo future relaied costs are recognised in profit or loss n the penod in
which they become receivable

IMenesl income is recognised on a time basis $0 as 1o capture the aciual yiedd an an assed

Devidend incoms is recognised when the right to receive payment has been established

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsks and
rewards of ownership to the lessee, All other leases are classified as operating leases
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES [CONTINUED)

u) Leases (contimsed)

The Campainy as lezsor

Amounis due from lessees under finance leases are recognised as receivables af the amount of the Company’s
met investment in the keases, Finance lease income is allocated to accounting pericds 50 as fo reflect a constant
perodic rate of return on the Company's net investment outstanding in respect of the leases

Rental income from operating leases is recognised on the straight-ine basis over the ferm of the relevant lease
Initial direct costs incurred in negotiating and arranging an operating lease are added to the camying amount of the
leased asset and recognised on a straight- line basis over the lease term

The Company as psses

Assels held under finance leases are initially recognised as assets of the Company at their Tair value at the
inception of the lease or, if iower, ai the present value of the minimum lease payments. The correspanding liabdity
b the lessor is included in the statement of financial postion as a finance lease obligation.

Lease paymenis are apportioned between finance charges and reduction of the lease obligation so as to achieve a
constant rale of inlerest on the remaining balance of the hatity. Finance charges are charged directly to profit or
loss, uniess they are directly altributable to qualifying assels. in wiich case they are capialised in accordance with
the Company's general policy on borrowing costs. Contingent rentals are expensed in the period in which they
arise.

Operaling lease payments are recognised as an expense on a straighi-line basis over the lease ferm, excepl
where anolver systematic basis i more representabve of the time pattern in which economic benefits from the
leased asset ane consumed. Contingent rentals are expensed in the period in which they arise

Incertives recenved to enter into operating leases are recognised as liabilties. The aggregate benelit of incentives
I$ recogrsed as a reduchon of rental expense on a straight-line basis, except where another systematic basis is
more representative of the time pattemn in which economic benefits from the leased asset are consumed.

¥] Derivative financial instruments

The Company enters ino a variety of derivative financial instruments o manage its exposwre o interest rate and

foreign exchamge rale risks, including foreign exchange forward comiracts, nterest rate swaps and Curmency
EWaps.
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MNotes to the unconsolidated financial statements of the Company (continued)
Far the }rear__enl:led !_31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

v) Derivative financial instruments (continued)
Embedded darfvalives

Derivatives are indially recognised at far value at the dale a denvative contract is entered into and are
subsequently remeasured at fair walue at the end of each repoding periad. The resulting gain or loss is recognised
in profit or loss immediately unless the derivative is designated and effective as a hedging instrument, in which
event the timing of the recogniion in proafit or loss depends on the nature of the hedge relatonship. The Company
designates cerlain derivalives as either hedges of the fair value of recognised assets or liabilities or firm
commalments (fair value hedges), hedges of highly probable forecast transactsons or hedges of foreign currency
risk of firm commitments (cash flow hedges). or hedges of net investmends in foresgn operations.

A derivative with a positive fair value i recognised as a financial asset whereas a derivative with a negative fair
value is recognised as a financial kability, A derivative is presented as a non-current asset or a non-current liabdity
if the remaining maturity of the instrument is meee than 12 months and it is not expected 1o be realised or settled
within 12 months. Other derivatives are presented as curren] assets or current liabilies

Derivatives embedded in other financial instrumeants or host contracts are trealed as separate derivalives when
their risks and characteristics are nol closely relabed 1o those of host contracts and the host contracts are not
carmed at fair value through profit ar kass

An embedded derivative is presented as a non-current asset or a non-current liability if the remaining maturity of
the hybrd instrumeni is mose than 12 months and it is not expected o be realsed or setthed within 12 months.
Other embedded denvatives are presenied as current assets of curment kabilifies.

Fiir viarlue hedges

Changes in the fair value of derivatives thal are designated and gqualify as fair value hedges are recognised in
profit or loss immediately, together with any changes in the fair value of the hedged asset or liabiity that are
aitributable to the hedged nsk The change in the fair value of the hedging instrumant and the change in the
hedged item atiributable to the hedged sk are recognised in the line of the statement of comprehensive inCome 1o
the hedged item,

Hedge accounting is discontinued when the Company revokes the hedging relationship, the hedging nstrument
expires or is sold, terminated, or exercised, or no longer qualibes for hedge accounting. The fair value adjustment
16 the earrying amount of the hedged item arising from the hedged risk is amortised 1o profit of loss from that date

w) Caomparativies

Where necessary, comparative information has been reclassified o conform 1o the currend vear's presenialion
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Notes to the unconsolidated financial statements of the Company (continued)
l_-'u::r the wear EEd 31 December 2012

J. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

¥} Use of estimates in the preparation of unconsolidated financial statements
Crilical judgemenis in applying accounting policies

in the application of the Company’s accounting policies, the directors are required 1o make judgements, eslimates
and assumplions about the carmying amounis of assets and liabdiies that are not readily apparent from cther
sources, The estmates and associaled assumplions are besed on pas! experience and other factors that are
considerad o be relevant. Actual results may differ from those estimates.

The estimates and underlying assumpbions are continually reviewed. Revisions o accounting estimales are
recognised in the period in which the estimate is revised If the revision affects only that peniod or in the period of
revision and future periods if the revision affects both current and future periods

Liseful e of propedy, plant and egugirmas)

The defermination of the useful life of the assets & based on past expenence invohing similar assets, as well as
on forecast changes in the economic environment and industry-specific factors, The useful life is rewewed
annually or whenever there are indications of significard changes in the underlying assumptions. \We believe this
accounting estimate is signficant considerning the considerable share of depreczable assels in the total assefs.
Therefore, any change in the underlying assumptions could be material for the Company's financial position and
the results of s operations

impairment of ron-curent assets

Impairment is recognised in the financial statements of the Company whenever the net carrying amount of an
asset or a cash-generating wnit exceeds the higher of the assets i.e. cash-generating unit's recoverabie amount oF
fair value less costs to sell.  Fair value less cosis to sell is determined on the basis of observable inputs from
identical selling transactions under normal market condibons involving similar assets or observable marke! prices
less additional cosis of disposal.

Value in use s measured using the discounted cesh flow projecbons. The most significant vanables in
detesmmning cash Aows ane discount rates, tme values, the penod of cash fiow projections. as well as assumptions
arnd judgements usad in determining cash recaipts and payments

Avaialality of faxable profls agans! which the defermed fag As5els could e eeogrrsed

& defarred tax assel is recognized only to the extent that it is probabile that the related tax benefit will be realised
In determining the: amount of deferred taxes that can be recognised significant judgements are required, which are
based on the probable guantificaton of time and level of future taxable profits, together with the fuluee tax planning
strategy. In 2012, deferred fax assels on available tax cfferences were recognised. The carrying amourt of
deferred fax assels & disclosed in Note 156
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Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

x) Use of estimates in the preparation of unconsolidated financial statements (continued)
Acfuanal estimales used in defermimng empioyes Damelis

Tha cost of defined benefits is determined wsing acluanial estmales. Acluanal estmates involve assumplions
about discount rates, future salary intreases and the martality or fluctuation rates. Because of the long-term nature
of those plans, there is uncartainty sumounding those esbmates. At 31 December 2012 provisons for employee
benefils amounted to HRK 2B0,B15 thousand (at 31 December 2011 ihe foial provisions amounied o HREK
250 829 thousand) (see Mole 31).

Consequences of cerain legal actions
The Company is involved in legal actions which have arisen from the regular course of its operations. The

management makes estimates when the probable outcome of a legal action has been assessed and the
provisions are recognised on a consistent basis [see MNote 31),

Zagrebacki Holding d.0.0.. Zagreb 42




L

Motes to the unconsolidated financial statements of the Company (continued)

Far the yaar ended 31 Dacamber 2012

4, PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2010 AND 2011 FINANCIAL STATEMENTS

During 2012, the Company identified the following changes in accounting policies and comections regasding pricr
periods where management believes that such comections result in 8 more appropriate accounting presentation
The changes of accounting policies and corrections were made refrospectively io the unconsolidated financial
statemanis for the years 2010 and 2011, The resulting effects are sal out n the tables below. Considering the
restatements made 1o prior penods, the Company reported the balances for the earliest pericd presented i e. as of
1 January 2011, as required by International Accounting Standard 8 “Acoounting Policies, Changes in Accounting

Estimates and Errors”

Investiment properties - IAS 40

In 2012, the Entity comected accounting emor related to invesiment property, 85 a porfion of properties previously
measured in accordance with 1AS 16 "Properdy, Pland and Egquipment” became measured accounted for using
another Standard - |AS 40 “Investment Property”. According fo the requirements of 1AS & "Accounting Policies,
Changes in Accounting Estimates and Errors”, the change should be applied retrospectively to pricr perieds (2010
and 2011) if applicable. In 2012 all properties faling within the scope of 1AS 40 were measured al fair value as
appraised by a certified valuation expert. To meet the 185 3 requirements, the certified valuation expen appraised
the properties at the following three dates: at 31 December 2012, and retrospectively at 31 December 2011 and 31
December 2010. As required by 1AS 8, all the components for each pericd presented should be restated as if the
45 40 had always been applied, as presentad in the statements of the financial position and of comprehensive

income far the years 2010 and 2011

Provisions for employee benefits (solidarity support) - IAS 19

In 2012 provisions were recognised for solidanty support specfied under the Union Agreement (in case of death of
the employee, 8 member of his/her close family, purchases of medical aids, childbirth, sick leave beyond 80 days,
bz ) The change was made retrospactively. The impact of the change in the accourting policy on the stalemen|s
al financial possion and the statements of comprehensive mcome for e years 2010 and 2011 is presented im fhs

note

Restaterment of financial expenses and other restatements

Other restatements comprise mainly corrections of cul-off erors idenbfied in revenue and expenses indtially
recognised in the peniods in which they arose rather than to which they refale. The impact of the restalements 15

disclosed im this note

The effects of the comections on the operating resulis for the years 2010 and 2011 are presered in the table

below;
Bs inktially reported Resull,
o result after restatements
{in HRK'000) {in HRK'Q00)
2010 loss (485 523) (50,315)
2011 loss (352 D65) {485,622)

£agrebadki Holding d.o.o., Zagren

Effect of

the restatements

(in HRK'000)
439,608
{133,557)
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Noles to the unconsolidated financial stai-ments of the Company (continued)
!:E TE YEAr Er'_ndecl 3 December 2012

4. PRIOR YEAR RESTATEMENTS — RESTATEMENTS TO THE 2010 AND 2011 FINANCIAL STATEMENTS (CONTINUED)

al Restated prior-pericd disclosures - 2010 Statement of comprehensive income

10 as Invesiment Provisions Fimancial Other 2010 after

| HREK D0 reported in prior prapery - I&S under 145 18 SYpEEas reslatemanis
staterment 40

OPERATING INCOME
Sales 2603479 : - 2603479
Other operaling income 1,102,170 485, 905 354 - 140 1,388.573
Tatal 3,705 648 485,909 154 . 140 4,192,082
OPERATING EXPENSES o
Material expensas 1,325 842 . - - 245 1,330,088
Statf cosis i 785 829 - - 1 785829
Depreciation 496,672 {12,166} . . 736 485 242
Oiher expansas 2T 4B - 27 489
impairment allowanca 95,214 55 368 - - - 150, 582
Prostsions 54 661 - T2 - - 54,733
Oiher operaling expenias 40,098 - - ‘ . 40,058
Total 3,829,808 43,202 R 282 3,674,061
FINANCIAL INCOME : ) 115,785 - - - - 115,755
FINANCIAL EXPENSES ATRATT . > 2,482 I 480,958
TOTAL INCOME 3 3,531 404 “E.ﬂ_ﬂa 1854 : 1w "ﬁz:‘a
TOTAL EXPENSES 4,308,282 3202 1 2,482 982 4,366,020
PROFIT / (LOSS) BEFORE TAXATION 486,878 saa270r a2 12,482} 1842} (47.213)
TAX INCOME | (EXPENSE) (3,045) - (57} - {3,102)
PROFIT | (LOSS) FOR THE YEAR - (488823 442707 225 (2.482) 1842) (50,315)
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

4. PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2010 AND 2011 FINANCIAL STATEMENTS (CONTINUED)

b} Restated prior-period disclosures - 2011 Statement of comprehensive income

2011 as Invesiment Provisions Financial Crihar 2011 after
1 HRK O00) reported In prior property - 1AS under 142 1% CRCNSES resiatements
statemant 40
OFPERATING INCOME
Sales 2,537 3548 . - . - 2,537,358
Olher aparating inoorms 1,176 6632 (60.177) GEH - - 1117154
Taotal 3,714,020 {60,177) GED - - 1,654, 512
OPERATING EXPENSES a -
Matarial expansas 1,216, 228 - . ' : 1,216 228
Slalf costs 1,885 034 . - - - 1,885,004
Depraciaton 492 035 {19,082} - - 8ax 4T3 BT0
rher axpansas 25 638 - = . - 25638
Impairment alipvance 157 581 81,60 - - - 230 10
Prowisions 52 404 - 108 - - 52 602
Caber operaling espansas 54 163 - - 3 54,168
Tolal 3683177 62 587 108 . BBE 1,746,728
FINANCIAL INCOME 112,734 I - . - 12,734
FINANCIAL EXPENSES 498,310 . - 10,88 _ - 508, 586
TOTAL INCOME 1,826,754 60177 663 . - 3,767,246
TOTAL EXPENSES 4,181,487 B2,557 e 10,88 BB 4265424
PROFIT | (LOSS) BEFORE TAXATION {354,733) (122,734) Bl {10,388 {888) (488,178}
TAX INCOME / (EXPENSE) 2,668 {113) 2,556
PROFIT / (LOSS) FOR THE YEAR (352,065 (122,734} 443 (10,388) (888) (485622
Other comprohensive income, net 813,133 [111,162) - . - 01,971
Gains on revalualian of propeny. net of tax 813,133 (111,162) B - - - T01,8™
;E::I'cnniprahannlw income | {loss) for the 481 088 . .I:!.‘.J-—'!...ﬂ-llh 449 {10,286) (88%) 216,349
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Motes to the unconsolidated financial stat=ments of the Company (continuad)

For the year ended 31 December 2012

4. PRIOR YEAR RESTATEMENTS -~ RESTATEMENTS TO THE 2010 AND 2011 FINANCIAL STATEMENTS (continued)

¢} Restated prior-period disclosures = Statement of financial position at 311 2/2010

2019 as reported Invesimani Provisions Financial Othar 2010 after

{m HREO00] in prior property - |AS under |15 19 CEpREaS restatements:
siatement 40

NOM-CURRENT ASSETS
Proparty, plant and equipmen 14, B74, 109 {1546 S48 - {736} 13,324,427
Inangible pEseis 15 a4 - - - 15 Bad
invastmant proparty 74,708 1,980 B52 - 4,264 358
Ivvesiments in subsidianes 991 738 - - . 991,796
MNan-curmanl recervablas 2,014 743 - - 2,014 743
Cither fnancial essats 19380 s - 113,60
Dofarred tax assels 53 x94 - &, Tl - 60,007
Taotal non-current assels 18,338,197 442 TO6 ‘.'l"ﬂ_'ﬂ' (T3B) “-.TI'E.IT‘._
CURRENT ASSETS
Ireenbaries 808 285 - BOB, 389
Recaivablas 1,487 440 - - 1,487 440
Financial assels 31581 - 318
Cash wilh banks and in hand 63 086 - 63,084
Todlal current assets 2,363,006 < - 1,363,006
TOTAL ASSETS 20,701,203 442,706 8,708 - (T36) 21,149,862
T il i
Share caprial 4 208 626 - 4 M08 629
Revaluation rassre 2 804 BED {424 183) 2,080,469
(Jthar resanes 15,125 - - 18,125
Ratamad pamings | {accumidated losses) 21,105 530 203 (27.082) - - 524,245
Profit / leas) far 1he yaar {489 923) 443 707 225 [2.482) [842) (50,315
Total eguily 6,250 508 - B4B.T4T {26,837) 2482 _B43y 6,778,184
NOM-CURRENT LIABILITIES 6,493,187 {108, 041) : ; 6,387,115
LOMNG-TERM PROVISIONS 24T 303 - 13,548 180,849
DEFERRED INCOME 4,871,303 : : 4,871,303
CURRENT LIABILITIES 2,729,842 - . . 2482 106 2,73z 430
TOTAL EQUITY AND LIABILITIES 20,701,203 442,706 6,709 B (T38) 21,149,882
Zagreback: Holding d o o, Zagreb a6




I I | | | I | I | I | | | | [ I |
Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012
4. PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2010 AND 2011 FINANCIAL STATEMENTS {(continued)
d] Restated prior-period disclosures = Statement of financial position at 321122011

11 as  Restatements Invesimant Provisions Financial Crthar 2011 after

1 HR K 000} reparted in prios for 2010 proparty - under A5 19 CEpPENSes restatermnents
sbatemant A5 40

MOM-CURREMNT ASSETS
Properly, plant and equipmsani 15,540, 44 (1,547 88Z) (119,898} . - (B87) 138972178
Intangiie assets 17,627 - . . - - 17627
Investment progey 75 1B 1,089 552 {141, TETH - - - 28231683
Invesiments in subsadianes/relabed companses? 136,542 - - - - - 338,542
Mof-Suran faos vabkes 1 B89 577 - . - {8,2TE) = 1,893 301
Dher lingncal assets 114 928 - . = - - 114 828
Deferred 1ax assels 5, 268 5. 709 - [(112) = - G2 BEG
Total non-current assets 18,041,408 448679 (261 686) . (112) {6,2TE) (BAT) 18,331,123
CURRENT ASSETS N
Invenionas B12 363 - - . - - B12 263
Recaivablas 1,313,080 - - - - - 1,313,080
Financeal assels 4714 - - - = a 4714
Cash wifh banks ard i hand BED, 793 E - - . 89,703
Total current assels 2,219,650 - - - - - 2,219,850
TOTAL ASSETS 21,261.266 448,679 (261,686 {112) (6,276) (887) 21440973
EQUITY =
Share capital 4 208 525 - : = - - 4 208 628
Revalualban resarve 3T, Te5 (424 163) (111,162} - - - 2,TH2 470
Othar rasarvas o7 300 - - - - e 87,300
Ratasned gamings / {accurmulated losses) {473 590 a2 T4l : . - - 460 238
Profit / [loss) for the year (53 065 ' (122,733} ] (10, 385) 1887 (405, 622)
Total edquily 6,798,149 518,585 (233,895} 448 i10,388) (88T} 7,072,015
NOMN-CURRENT LIABILITIES B, 460,485 (106,041) (27,791 e = . B2 E8)
LOMG-TERM PROVISIONS 305,745 33,547 x {3a1) - - 3|
DEFERRED INCOME 4 BIT. 017 - - = - - 4, B3T 317
CURRENT LIABILITIES 3,058,550 2.58B - - 4,110 . 3,065,267
TOTAL EGUITY AND LIABILITIES 21,261,255 448 ETE (281 888) 1112} (8,276) 1887} 21,440,973
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Notes to the unconsolidated financial statements of the Company (continued)
f_n:nr the year ended 31 December 2_IZI12

5. SEGMENT INFORMATION

SALES
2012 2011
As reslaled
- {in HF'.H"IE- : {in HRKDOO)
Croatian marked 2670813 2,534 157
EU markel 3.084 3201
2,673,897 2,537,356

In accordance with IFRS B, the Company identified its operating segments on the basis of internal reports about
components of the Company that are regulary reviewed by the chief operating decision maker in order to allocate
resources to the segments and 1o assess their performance. The Company wentified its operating segments on
the basis of reports regularly reviewed by the Management and used by it in making strategic decisions. Operating
segments have been formed by the nature of the business of the branches managed by the Company (see Note
1), identifying nine activities as operating segments, whereas the tenth segment includes all other activites of the

Group

Upan the adoption of IFRS 8, the manner of identifying reporting segments remained unchanged because they

wese monitored in the same way even prios to Ihase changes.
The operating segments comprise the following

1. Water distnbution

2. Passenger transpor

4. Cleaming and wasie removal

4 Public road managemeant and mainlenances
5 Parking services

6. Warehousing and rentals

7. Waste disposal and management

8. Facility management

8. Flat construction and sale

10. Oiher activities

Zagrebathi Holding d o o, Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

5. SEGMENT INFORMATION (CONTINUED)

SALES (continued)

Sel oul below is & breakdown of revenue and results of the Company by its reporting Segments presented in
accordance with IFRS & The presented sales comprise sales to thid parties

2012 2011
As restated
{in HRK'000) (in HRIC00G)
Water distnbution revenue 457 B08 432 004
Passenger transpon 443 906 319 068
Cleaning and waste removal 415,708 416,227
Public road mairenance and management 290 287 266 442
Facility managamenl 189,488 183.251
Flat construction and sale 124 117 142 566
Parking services 12383 136,858
Warehousing and rentals 102,967 112,342
Waste disposal and management 10,043 16,358
Ciher ncorme 205,850 812 242
!.E?!i-,ii‘.r o -2-..511.35!

Other revenue compnses the following
2012 2011
As restaled
{1 HRK0O0) (in HREK'DOOY
Landscaping and plant growing 184 BE7 160 440
Markets revenue 1,327 B4 Bo2
Sports facility management and maintenance 73316 65,088
Funeral services &1,781 65,348
Trade fairs and congrasses 44 023 51617
Bus station 3@.182 38 141
Trawe| agancies 23833 24 238
Lease of talacom cable and netwark systems 10.547 9,358
Publishing 8.174 a.08g
505,850 512,242
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_Fn_r_!he year ended 31 December 2012

5. SEGMENT INFORMATION (CONTINUED)

2012 segment revenue and resulls

2z
(in HRK'DO0)

Revenus fram thind pamies
Infer-srgmant pakes
Total sabes

Expenses from other aperations, nel
of athier ordinary income

RisLilt

Puodif ¢ (kass) from aperabing aclivilies
Financa rewanue

Financigl gpanses

Mel inancal iesud

Prafit [ (loss| bedore (axalicn

Tax income § (pxpense)

Nt profit ! (loss)

| | { | | i { | | [ | | | { | ( [
MNotes to the unconsolidated financial statements f the Company (continued)
Faciley Wates Passanger Cleaning Publc mad  Flal consbng- Paruing Warghous- Viasle Other Eliminaled Toial
gl disitribution iranspoet and washs mgmt olign BENICES ing and callecticon
remonval ared arvd =ale renlais and
mad|Engnce remosal
184 488 ST G54 443 B06 41 5. T F90 2a7 124117 123,81 102 987 10,043 505 B50 : 28T BT
168, 381 554 3,680 16151 25 408 41 7411 2.9%0 106,219 9,223 {580,530
388,851 477 653 44T 586 431 BiD J18TES 124,158 131,242 105,957 116,262 B15,073 | 380,530) i'.ﬂ?:,;F
(299,514} (448 BE-4) {852.850) {422,459) 1291,504) (72,086) (102.449) {118.024) (T0.134) {508, THO) 380,530 |3,696,914)
85 337 28,589 (205 JEd) Bani 24 281 52 0682 28 Ta% (12 967) 45 128 (83677} (23097
20008 12516 4729 7315 235 8517 1,585 1,285 T3 874 £4 BTE
(23T 554) (15,8530 [B0L7E3) {2, B {2,972 (&7, 707 (3 493 -T2 (338 {2014} : {404 3T
{211 4568) {2, BEE) {74 Oy 437 {2, 737) (517,190) (1.938) 480 1255} 6,550 (334 65T}
1221315 28,0493 (281 368) 13,772 21 544 anz 26,855 (12 507 45 BT (T8 717 (ST T4}
{1.205) = - - - (1 285
{123, 426) 26,093 (281,368 13,712 11,544 &T2 26,855 {12,807} 45873 {76,717] - [350.004)
50
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Notes to the unconsolidated financial statements of the Company (continuad)
For the year ended 31 December 2012 o
5 SEGMENT INFORMATION (CONTINUED)
2011 segment revenue and results
2011 Facilty Wiater Passenger Cleaning Public rosd  Flat consiru- Parkirsg WWarenaus- Viasaia aeher Elminased Talad
mgmi distribudion transport and washe mgmi ctian EEFVIDES g and collectsan
[ HRE 000 ramayal and and sale r=ntals and remowal
mMginianance
Fgvenus fram third parties 183,251 432,004 319,066 416,227 266,447 143,566 1348888 112 342 18 358 §12,242 - 2,5373%8
Infer-segrantalng prodaja 186,450 10,605 4 475 12,571 15,733 445 5212 3,548 107,148 11866 (35BER1)
Total sales 68,701 442 609 323,542 429,108 282,178 143,011 142071 116,287 123,507 523,908  (358.651)  2,537.358
Exponsas rom othar oparatbons, mnat
o sinary In [I08,448]  (IEIE4T)  (B19.043)  (411,36T) (266.837) (62,581) (129.223) (V1,774 (59,655)  [524,953) 358,651 (2.629,574)
Fegul
Prafit | (loss) from operating activities 61,255 58962 (206,401) 17,831 15,538 80430 12 849 (5 48T} B3B5F  (101,045) . 192,216}
Finance nevenus 5& 498 13.358 15,253 6,360 1,006 3,841 434 3B82 4,338 B2T4 - 12,734
Financial expenses (309,975} (28,144)  [106,558) {1,220 12,378 151,813 (4 582) {1,891} (1B} [2,0d1) - (BOBBOE)
Met financial resull (251,477} (14,785} 161,308} 5 140 {1,268 {48,272) 4, 148] 1,791 4,188 4,183 - (295962
Prafit/ (kass) before tavalion (190,222} 4177 (387,706} 2287 14 2653 12,158 B, 703 13,898) £8,020 085, B53) (488 178)
Tax incame | (papanse) 2,556 - L - 1 . - = = ] - 2,558
Net profit | (loss) (187 666} 44977 (387,706} 22871 14,269 12,158 8,703 13,898) 8,020 |6, B52) - (ARB622)
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Motes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 Decambser 2012 )
5. SEGMENT INFORMATION ({CONTINUED)
Segment assets and liabilities at 31 Decembar 2011
Amaants and Kabilities ad 3122017 Faziily Wialer Fassenger Cleanary] Fubdic road Flat consiru- Parking Warshous- Waste Ohes Elrninated Tatal
g desbnibution trarsport and washs mgrmi Clign BATVICAS ing angl coleclion
jm FHREO00) remaoval and and ool ramiais and nemavai
manienance
Property, planl and equipment 1,566,847  4BOZTAT 2785120 185,500 113136 817 405 163 667 o a8s BH.580 3075138 - 13,710,461
intangibie assels 2421 19818 1772 1,852 77 - iz hi4 ] 1,585 = 45 7532
Irwgstment proparty 1477 198 = - - BA5 205 - lat as = 2784088
Invanionas B 14,430 A6, 544 9,650 11 454 623,764 380 1114 &0 w22 - 785 BA7
Trade racaivabbas, nad 16 278 480,009 0,025 70,546 9,182 9eg 31,881 11,150 1,006 431830 s To4 014
Unatocabed 4 103 038 iz 741 B0H 559 162,146 262,307 108 223 178,133 4 175 440 TIT 122037  (3.155.451) E.B?-i.E'Ii
Total assals T.185. 880 5,499,704 3,496,470 410,204 418,187 1,250,395 152.583 1,276, 561 510,280  J6E0.850 {1185451) XETIMG
Issued bonds .63 687 - = - - ® = 2.263 687
Trade payables 40 3438 207 535 R RET 43 275 6573 8,082 & 246 9, Tas 12,245 110,750 E B4, 538
AMCUnts die 10 BMmplyees 3707 10,174 30,696 10,4485 4. 7EQ ar 3165 2.4 128 15,647 - 81.357
Egquity ard unalincatad liabiilies o B4G 138 5282085  3.1371%7 58 aB4 245 BES 1,242,215 54,172 1264355 497818 1554851 (3195481 17688333
Total equity and lisbilities TAGEH80 5450796 1408420 410,204 #6187 1250398 362,581 1,276,561 510,390 3,680,950 (3,195451) 20873915
I 2201 2 Othine sigmant information
Capilal expendifiare: 15,354 140,391 34,574 11,968 4,327 8,502 1,053 23,491 141 26,847 DEB TR
FqumrI:' plaint and sguipmen| 17 678 143391 23 506 19080 4 327 g 552 1,053 23 4849 s 25271 - 3 as7?
intangible assets 1574 . 10,878 e = . 2 138 1,576 15,301
Depraciation and mgairmaent 66,704 160,719 118,379 8,803 5,896 35,813 12,228 4,557 1Er 30,832 490,548
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Far the year ended 31 December 2012

5 SEGMENT INFORMATION [COMTINUED]

Segment assets and liabilities at 31 December 2011

Assats and Nabilities at 31122011

{im HRKO00)

Prapery, planl and equepmaent
Intangible assels

Invesimani prapafy
Inventones

Trade recevables nel
Linaliacated

Total asseis

Issued bonds

Trage payalles

Ampunis due o emplopess
Edquilty and unalocated kabslilies
Total egisity and liabilithes

M2 Mher segment infoamation
Capital expendifune;

Progesty, pland and equipemant

Inanghble assets

Depreciation and impaireeent

| | { I I l | | | I | | I I [ [ |
Motes to the unconsolidated financial statements of the Company (continued)
Facility Wiater Pagsanger  Claaning Public road  Flal conatru-  Parking  Warshous- Waste Char Elminated Tedal
migmi disbnbution FanamEan and wasis mgmi. clion S S ing and oolleckan
removal and and saly rentpls and ramoval
mainbEnance

1615975 4 935 005 2.904 008 f6d, 340 114 303 SR8 B0a 1T G55 255,060 7B 498 3052 185 1LAT2T6
1.264 2,335 8,384 1554 105 404 T 38 2,Ta2 E 17.627
1,508 883 - 908, 280 408 BT - 2. 823 683
15 32,132 45 24k 505 28,625 BS54 7T g0 1,931 [20) IT e = 812 263
17 584 431178 33032 75.906 14,693 16,303 34 TEY 16 554 2345 44 301 - 678, 409
X BE3 850 135 432 713,151 102 989 245 932 115 204 108 507 8757 185 6528 142 705 (2688.TEO} 3 1%E A8
T.007 405 8636 0B 3T .?‘lﬂ_ 353,858 404 658 1. 315108 J21.204 1,280,579 470,888 3736119  (2,686,7BO) 21440 973
2250126 - 4 2% 126
61,981 212 557 28521 #7340 90 435 56 955 5. Bha 16,237 26089 S A% BEI 71X
31,05 95348 Irarn 10,552 £ 7ThG 118 3.253 2 451 48 16,854 g4.087
4 $E._:E1_3 _53.31_3.351 3.3409. 139 315,966 309 430 1,256 035 2047 1271891 444 434 _ _3_5Il;l.lE1 {£666, 780 18229047
T.007 4058 6,535 003 3,701,780 153,858 404 E58 1,315,108 321, 254 1.280.579 AT0,860 3T 18 (2,686, THO) 21,440 973
38,350 127,837 35880 3,903 17878 8559 apa .827 B.TTE 21 451 202 SHG
37 295 127 83T 32 4A&A ) 1F Mar LY RS 21 827 8,776 18,738 - iTE.Z2%
455 . 3 3e2 214 &1 1,713 s 6, 355
58,338 167,833 130, 104 10,255 4,657 39,413 13,359 5.506 12,517 42727 - 473,870
53
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

6. OTHER INCOME

2012 2011
A% restaled

(in HRK'000) {in HRK'00D)
Grant and subsidy income T44 957 731,786
Reversal of deferred income 164 650 161,637
Recovery of amounts previoushy written off 54 066 35,360
Income from reversal of provisions 53798 84,281
Damages collected 16,885 50,517
Income from sabe of non-current assets, surpluses and upon €.203 £ 914
a;ﬂ;;;qu income B3804 47 650
1,104,693 1,117,154

ncome from granis and subsidies represenis principally the revenue from the City of Zagreb, comprising the
following:

*  financial support from the City Budget for purposes approved Dy the Assembly

¢ financial support for the repayment of loans (principal, interest, fees).

212 2011
As restaled
v.:.:-,- of Zagret Others Total City of Zagreb Dabars Total
{in HRK'000) {n rﬂrﬁﬁm |-.1' ;F;man]_ (10 HRICD0O) fin HRE00D} {in HRECDO0)
ZET £28,042 18,310 §46,352 503916 16,822 B12,738
Others 6 A 1,803 58,605 117,166 1,862 118,048
= 744,087 711,082 20,704 731,786

724,844 20113

Income from reversal of deferred income is recognised in accordance with 1AS 20 Accounting for Government
Grants and Disclosure of Government Assistance over the period of utilisation and is systematically matched
apaing] the related costs (depreciation) - see Mote 3(t).
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Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

6. OTHER INCOME (CONTINUED)

Income from reversal of provisions relates mainly to the following

2012 2011

As restated

{in HRK'000) {in HRK'D00)

a) Accrued vacation and other benefits 34 885 25,489
b} Litigation provisions, as per the attorney’s assessment 11,470 21,421
c) Employee benefit provisions 7441 13,639
d) Future "JakuSevec” landfill mainienance cosls - 3732
53798 84281

Income from collection of damages, lguidated damages and other income comprises princepally the

fodlonwang

2012 2011
As restated
i{m HREK 00 {in HEK'O00)
Collected damages and liquidated damages 13,126 20,754
Reversal of excess of accrued expenses for the Sopnica Project 1 648 27 081

following the final calculations provided by the contractor ' '
Oithaer income (wrile-off of debt, approved discounts and similar) 2213 2 6a2
16,985 50,517

Income from damages and liquidated damages collected maanly relate to Stancgradnja Branch (HRK 5.8 millicn)
which charged liguidated damages and fault removal penalties charged to the contraciors performing the works an
the Sopnica Progect in accordance with the undarlying consinechion Conracls
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

7. COST OF MATERIALS AND SERVICES

2012 2011
As restated
fin HRK'000) in HRK'000)
Energy costs 285,301 286,259
Crst of raw matenal and supplies 241 248 223,074
Expensed small items - 175686 18,588
i) Tofal matenal costs 554, 815 527 821
%Iighh:;g:rmh: value of invertomnes of work in progress and _ 10 254 E'HE
¢} Cost of gonds soid 6932 6413
Rental and lease cosls 189,211 194,708
Maintenance 129,175 124 816
Communal utility fees and charges 109,754 103,534
Subcontractor senice cosis 54,142 47311
Transporiation costs 154172 27
Data processing and softwane maintenance services 32,015 Z2B.B36
Insurance premiums 30,201 04
Professional services 26,898 25313
Bank and payment operation charges 7.6594 11,493
Advertising and promotion 5.994 6,532
Oiher external sarvices 56,923 48 286
d) Tolal extemal services 677,457 653,512
'I.Hﬂm!ﬂ ‘1..21E.2ﬂ

Material and service costs are closaly related to the principal aclivibes of the branches and increased dunng 2042
by around HRK 33 milion compared to 2011 because of a general increase in the volume of activibes and the
related sales.
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Notes to the unconsclidated financial statements of the Company (continued)

Far the year ended 31 December 2012

B. STAFF COSTS

2012 2011

As restated

(in HRK'000) {in HRK'000)

Met wages and salanes 826,280 230,878

Taxes and contributions 623,795 335.208

Reimbursement of costs o employees and other ermployes benefils 151,318 118 848
1,701,303 1,685,034

MNumber of staff at 31 December 11,620 11,774

The total staff costs for the year 2012 increased by around HRK 18 million (on a net basis), with the payroll costs
dacreasing by approximately 16 million and employee benefits increasing by around HREK 32 million. The average

riumber of siaff, based on the actual hours worked in 2012 amounis o HRE 11,8608 thousand.

The increase in the employes benefits resulted from the increase in the public ransport prices from 1 March 2012
(HRK 10.7 million), in retrement benefits paid (HRK 166 milkon) and in long-serice benefits and other costs

(HRE 4.8 million),

Costs reimbursed to employees and other emplovee benefits comprise benefits regulated by the Collective
Agreement. such as commutalion allowance to the extent of the public transport costs, gifis and bonuses (long-
sarvice benefits, Christmas and Easter allowances, vacabon allowance, and similar), education and adwanced

trainng costs and similar

9. DEPRECIATION AND AMORTISATION

2012 2011
- B As resiated
(in HRK'000)  (in HRK'000)

Depreciation (Note 18) 481,960 468,921
Amartisaton (Mote 17) 8,085 4843
VAT on depreciation of pergonal cars P B
430,948 473,870
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MNotes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2012

10. OTHER EXPENSES

2012 2011
As restaled
(i HEK'000) (i HRE000)
Adminisirative fees and court costs 14,285 11,852
Taxes and contribubons independent of operating resulls 5 268 5 TEE
Membership fees 1o professional organisations (Croatian Chamber of & 491 3383
Commerce. Tounst Board and othens)

Erntertainment 1.6858 1475
Professional literature 1.080 1.036
Fees to Supenasary Board members ™ B21
Cultural monument fees and amvironmental protection costs 721 aas
Oher expenses 821 417
3029 25538

11. IMPAIRMENT ALLOWANCE ON CURRENT AND NON-CURRENT ASSETS
2012 2011
As restated
(in HRK'000) fin HRK'000)
Impairment allowance on curent assets 114,007 116,854
Impairment allowance on non-current assels 4,804 122,335
178,911 239,190

included in the impairment allowance on non-current assels are unrealised losses anisen on changes in the fair
value of investment propery in the amount of HRK 58, 297 thousand (2011, unrealised loss in the amount of HREK

Vg thousand).

12. PROVISIONS

2012 2011
Ag regialed
{in HREKQ00) {in HRKD0O)
Prowisions for long-service benefits under 1AS 18 AF 27 9,670
Litigation provisions 33.058 9. 586
Frovisions for unused wacation days 20,302 43,346
Prowisions for the restoration of natural resources 10,735

T E e 52,602
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MNotes to the unconsolidated financial statements of the Company (continued)
Faor 1h|_a year ended 31 December 2012

13. OTHER OPERATING EXPENSES

2012 2011

Az restated

{in HEKQDO] (im HRKD00)

Fines, penailies, damages 27,007 21,281
Written-off receivables 5,804 19,0289
Grants, donations and sponsorships 2.556 1,832
Met book value of assels soid or otherwise disposed of 1,090 1,721
Other operating expenses 12,822 10,203
49,379 54,166

Damages relale principally to 2G0S Branch in respect of environmental protection fee payable at a rate of HRK 30
per 1on of disposed municipal waste on the Jakusevac Landfill

The batance of written-off receivables for the year 2012 relates mainly to Cistoca Branch (2011 Zagrebparking
Branch) which were estimated as irrecoverable.

Other operating expenses compnse deficts, cost of inventones sold, subsequently identified costs and expenses nat
specified above
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

14. FINANCIAL INCOME

Financial income - unrelated entities
Financial income - relaled enbities
Other financial income

Financial moome comprises the following

Interast incame
Dividend income - related companies
Foreign exchange gains

Other fimancial imcome

2012 2011
As restated
{in HRK'D00) (in HRK'000)
45878 4g 308
15,865 12,880

7.936 1,546
69,679 1 ﬁ;ii

2012 2011

Az restated

{in HRK'000) {in HRK'000)
31,317 36 458
15,250 12,478
15177 62,201

7035 1,557
£9,679 112,734

Dividend income from related companies comprises the shares in the 2011 profits of the following companies:

HRK 12 167 thousand from Gradska plinara Zagreb d.o.o. (50% of the 2011 profits, based on the Assembly

Duacigion)

HRK 3.083 thousand from Gradska plinara Cpskroa d.ooo. (50% of the 2011 profits. based on the Assembly

Decision),

The niet exchange loss for 2012 amounts to HRK 4.6 milkon (2011: net exchange loss of HRE 81.3 millsan)

Other fngrcial income comprises mainly income from discounting of receivables and payables and other financial

ncame

Zagrebacki Holding d oo, Zagreb
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Motes to the unconsolidated financial staterments of the Company (continued)

For the year ended 31 December 2012

15. FINANCIAL EXPENSES

2012 2011

As restated

(in HREK'DOO) {in HRED0O)

Financial expenses - unrelated entibes 400022 504 EBG
Financial expenses - related entities 2,601 1,582
Cither financial expenses 1.553 1,828
404,376 608 696

Financial expenses from transactions wih unrelated entilies comprise the following:

2012 2011

As restated

{n HRE'000) (in HRI'00G)

Interest 323811 301,341
Interesi on leases a4 712 &0.018
Foreign exchange losses 19,807 143,523
Oher 1,872 3
T womz s04.085

In 2012 Financial expenses decreased compared to 2011 because of the lower balance of foreign exchange

losses, as the exchange rate of the Eure against the Croatian kuna was higher in 2011 than in 2012,

Oher fnancial expenses comprise mainly the expense with respect to the discount of receivables.

Zagrebatki Holding d o 0., Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

16. INCOME TAX

The Company IS subject to taxation in accordance with the tax laws and regulations of the Republic of Croatia.

Corporate income tax is determined by applying the rate of 20% o the taxable income

Tax expense recognised in profit or loss

2012 2011
As restated
{im HRE000) (im HRE'000)
Income tax expense comprises the following:
Delerved tax expanse on the origination and raversal of temparary
diffeferces Tpiae 2,556}
Tax expense | (income) 1,395 [2.556)
The relationship between the accounting profit and tax credit / (expense) for the year:
2012 2011
As restated
(in HRK'00G) {in HRK'O0O)
Less before taxation (387.714) (468 178)
Imcome tax al the rate of 205 (2011: 20%) {71.543) {97 636)
Effect of permanent differences, net 163,985 18217
Effect of unrecognised and unused tax losses brought farward {88, TTO) T7.054
Effect of temporary differences recognised as deferred tax assets 7622 (1,191}
Tax expense | (income) recognised in profit or loss 1,295 {-!]E]_
Unused tax losses:
2012 2011
Az resiated
{in HRK'D0O) {in HRKE 00O}
Balance at beginning of the year (T74,657) (522,834)
Increase during the year 2 (231,823)
Decrease dunng the year 493 850
Balance at end of year (280,807) (774,B57)

Tax losses available for carry ferward that ariganate from 2009 expire in 2014, and those incurred in 2010 expire in

2015

Lagrebatki Holding d.o.o., Zagreb
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Notes to the uncensolidated financial statements of the Company (continued)
F‘?‘[‘”E year ended 31 I:Ject:mha!' 2912 B

16. INCOME TAX (CONTINUED)

Deferred tax asseis and liabilities

012

Temporary differences:
Provisions
Financial assais al fair value

WVabse adjustment of land

Revaluation of land
Propey, planl and eguepment

Unused tax losses and fax crediis
Tax kosses

Tax credits

Deferred lax assels
Deforred tax liabilities

Zagrebatki Holding d 0.0, Zagreb

| l { | I | | I | | 1 i
Recognised in
Recognised in ather Recognised
Qpening balance profit or loss comprehensive directly in equity Closing balance
T income —

{in HREQO0) {in HRUK D00 {im HRE'000) (in HEROO0) (s HIR KO0y
50,166 5,957 - 56,123
1,118 (568) ol
7,479 (T,434) - 45
BED, GRS (1) = 669,624
437 {101} 136
303 a 303
3,800 TaQ - 4,580
62,866 {1,295) o - , 61,571
670,102 {41} (101} BES 980
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Notes to the unconsolidated financial sta' nents of the Company (continued)

For the year ended 31 December 2012

16. INCOME TAX (CONTINUED)

Deferred tax assets and liabilities (continued)

Cpening
2041, as restated balsnce

{in HREDDO)
Temporary differences:
Frovisaons 56,267
Financial assats at fair value 1,242
‘Wakue adjustment of land -
Revaluation of land 494 173
Propery, plant and egquipment 5TS
Urnused fax losses and fax credits
Taux losses .
T chiddils 2 498
Deferred tax assels &D,007
Deferred tax liabilities 454, T48

Recognised in
profit or loss

* (in HRK'000)
6,101)

1124)
Tars

1,302

2,556

Zagrebaiki Holding d.0.0., Zagreb

I | I l | | | I
Recogrised in s
other H;L":S;';d Margers | Clasing
comprehens- uih [disposals) balance
v Income QY - o
{mm HRKOD) {in HRK0D) (in HRK'OO0O) iy HIR K000
- 50,168
1,118
- 7479
175 482 BG5S 665
{1348) 437
303 303
- 1,800
F 303 62,866
175,492 [138) = 670,102
B4




Motes to the unconsolidated financial statements of the Company (continued)

For the yaar ended 31 December 2012

17. INTANGIBLE ASSETS

Cost
Accumulated amartisation and impairment

The struciure of intangible assets is as follows:

Patents, contessions and similar rights
Developmeant expensas

Qther infangible assets

Intangible assets under development

Zagrebacki Holding d o 0., Zagreh

311212012 MM 212011 01/01/2011
A5 restated &5 restated
{in HRK'000) fin HRIC000) {in HRK'000)
178,223 142,386 138 207
(132.471) (124,750) (120,353)
45,752 17,627 15,944
31122012 311212011 01/01/2011
As restated As restated
{in HRK'D0O) {in HRK'D00) {in HRK'000)
20,228 9,501 6 884
17.858 181 1.220
5.403 4,383 1831
2 262 3,362 4,009
T asTE2 RRTYTY 15,944
85
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012
17. INTANGIBLE ASSETS (CONTINUED)
(in HRK'000) i sy Patents. licerces Other intangible AL S Total intangible

| experses and other rights aasel} fevelopment assels

cOsT - o
Balance at 01/01/2011, as restated 40,043 47.299 44,945 4,009 138,267
SAddibions 2 1.403 4 540 6,355
Transfar from assets under development 5.480 aa2 (5.041) 331
Transfemred (from) / o 124 . (124) .
Disposals and retiremeants (294} 15&1_]- - (122) (1,087)
Balance at 3111212011, as restated 40,043 52,621 - 46,360 3,382 142,386
Additions - 533 2 390 11,8978 15,301
Transfer from assels under develapmient 20,313 14 575 . (13,078) 21,810
Disposals and refirements . _(123) _11.148) . _(1.274)
Balance at 31122012 . 60,356 68,004 47,601 2,262 178,223
ACCUMULATED AMORTISATION S S - S
Balance at 01/01/2011, as restated 38,823 aga1s 41,115 - " 120,353
Amortisation 410 3,261 1.242 - 4,543
Impairmant allowancs 425 - - - 429
Disposals and retiremeants . (586) (380} (36E)
Balance at 31/12/2011, as restated - 38662 43120 41,977 N - 124,759
Amortisation 2,835 4,781 1.370 - B, 586
Disposals and retiremants = o (125) _ (1.148) - {1,2T4)
Balance at 31/12/2012 42497 _ aTTTE .. L - 132,4T1
HET BOOK VALUE
Balance at 31112/2012 17,859 20,228 ) 5403 2,262 45,752
Balance at 31/12/2011, as restated wm 3,501 4,383 3,382 17,827
Balance at 1/1/2011, as restated 1,220 6,884 3,831 4,009 “LE
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MNotes to the unconschdated financial statements of the Company (continued)

Faor the year ended 31 December 2012

18. PROPERTY, PLANT AND EQUIPMENT

32202 IMM22011 01/01/2014
As resiated Az resiated
{in HRK'000) {in HRK'00D) fin HRK'D0D)
Cost or valuabon 20,103,391 19,913,503 18 BTH 802
Accumulated depreciation and impairment (6,436.627) 5.998,311) (5.,623,108)
13666764 13915192 13,255,694
Prepaymenis for tangible assets o 52,687 56,584 70,733
;r:pp::;' !f‘“*:“t SO STl S 13,719,461 13,972,176 13,326,427
Structure of property, plant and equipment:
311252012 31122011 01/01/2011
&g restated At restated
{in HRE000) {in HRK'000) fin HRK'D00)
Buildings 5,830,609 7.024 568 7,168 657
Land 4,307 065 4,306 532 3,410,327
Tools and vehicles 1,617 469 1,708,947 1,795.518
Plant and equipment 243,228 216,202 205577
Tangible assels under construction B18,147 207,500 G625 488
Biological assats 28 18 14
Other langible assets 50,218 50,234 50,113
13866764 13915182 13,255,694
Yovements in prepayments:
MM212012 IMM212011 01/01/2011
A5 restated
(in HRK'D0Q) (in HRK'000) (in HRK'000)
Opening balance 56,984 70,733 141,761
Addions 202 621 172
Cisposals and retirements [6.313) (14_370) (71,200
Ciosing balance 52,697 56,984 70733

Zagrebalki Holding d.o.o., Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012
18, PROPERTY, PLANT AND EQUIPMENT (COMNTIMUED)

_ Bulidings and Pant and . T, e Deciogecal Other tangible Assets under Total tangitle
{in HR¥00G) Land r;ﬂ‘:::“ ErquipmeEn "r“hﬂ‘“_ B _"!"f_""'! - !mr BESIE BI-HT R B llﬂ_ﬂ )
COST =
Batance at 01/0172011, as restated 3,410,327 10,908,095 08,505 2835812 140,393 %9 50.113 B25488 TBETRAOZ
Agdilinns 551 230873 0,168 15475 2811 20 T 25,104 276,228
Transimmed on margers . - 55 1T - . . 7
Transler Irom assets under dewelopment 30,481 191 354 55915 11,785 1.678 130 | 23E A TH) (k1]
Translermsd (Wom i . 68 1,122 1,687 L] (153} .
Ravaluaton TT G - - : BT 454
e pairmang Allown ne - 3 " . (1020 (1020
Dispokals and rmiremonts {na) 5. 250) {18.856) 56,451} (5,412} 130 (16) ™ [56.118)
Raciassfimd Trom inusgnboning 111,578} _w 305 e - . 9, 508) === [11.1]1':‘1_!
Balance at 311212011, as restated | 4.306.757 11,067,230 846262 2,784, TH4 140,447 259 50.204 607600 13.913,503
Addliang B 188 &.038 7438 0,500 1.402 15 226,487 283,437
Transler Irom assets under devsopment - 0437 TT.0aT 11,806 &5t - {301 Bl (1810
Translernsd (lomen G4 15877 210 . 122 g 5,204 13,081
I e AR A (26} [Eq2) (5} - [y - - - {Tan)
Disposale and relingmenls Fix)]  j2.801) {15563} 124 887) ':;LBE".:' Rrri - Uﬂi (17278 (83,064]
Balance at 311122012 4,307,290 11,168,077 1,028,089 aTeAn 140,187 252 50,218 619,057 20,103,391
ACCUMULATED AMORTISATION - - v—— S——— —

Balance at 01012011, as rostabed - 3,738,438 Ta2 03 1,074,558 105,929 258 . . 5,623,108
Charge for the year 08,233 52548 106,558 B 465 15 - . A58 821
Translaried on moergers - = &0 . - - - 20
Ireup i il A I B 224 - a5 . = . 20
Tranglarisd (oo - - 147 i1,8X%) 208 - . . -
Cispasal and ralirgmenis . 15.009) [17 4486 (LT | i5.412) (3] = (B4, 258)
Balance at 311272011, as restated 225 4,002 652 739,970 1,116,022 109,192 20 ; : 5998311
Charga fer M yiar . 7,993 57 545 108,811 B.195 6 . - 481,960
ImgaiTes Nl ahowa e - - . % - 4,75 4,758
Trarstamad [Fomijtn - (2m [y 3] {13 136 - - B
Dvapersats and ralirements - 2.167) [18,171) 24681 {2.503) 122) {3,840 {48,403
Balance at 311220132 S 238 FESTTT TH2,BE1 1,20M.929 113,018 Fr - 10 _ BAISE2T
CARRYING AMOUNT : A
Balance at 311122012 T 4,307,085 ,830,800 M8 1,580,282 7,187 28 80218 £18,147 11,566,764
Balance at 311212011, as restated 4,306 832 7,024,568 216,292 1678602 31,255 19 50.234 SOTB00 13915192
Balance at 01/01/2011, as restated 3,410,327 7,168,657 205,577 1,761,054 14,464 14 80,113 625,488 11,255,584
Zagrebatki Holding d.o.0., Zagreb G
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Motes to the unconsolidated financial statements of the Company (continued)

Faor the year ended 31 December 2012

18. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Title to land and bulldings

The registration of the Company's tite to land and buildings in appropriale regesters. serving as evidence of
ownership, i in progress. Sinte 0me muncipal registnes have not been fully updated, the process of registerning
ihe properies is longer than for new structres. In addition, the City of Zagreb has sumendered a sigraficant
partion of its assets to be managed by the Company. The stalus of such assets has not been fully defined. A par

of those properties has been registered bud the status of the remairing properties s shl pending.

An overview of the fixed assel (land and bualdings) ownership structura is presented balow

Land [at revalued amount)

Registered tifle
Unregisterad. eligible for registration
Unregistered, not eligible for registration

Buildings {at cost)

Registerad tithe

Unragestered, eligible far registration
Unregestered, not eligible for registration
Communal infrastruciure facilties

Zagrabatki Holding d o.0., 2agreb

MM22012 Mz 01012011
As restatea As restated

{in HRK 000} (i HRK'D0O) {im HEK 000)
3,324,003 2.823 563 2575 480
G06 844 1.096 860 522,585
JTE.218 286 109 12,252

4. 307,065 4. 306 532 3410327
IMM2r2012 I 22011 01/0172011
&e restated Ae restated

{in HRK'QOO) {in HRED00) (in HREDOO}
3637 67H 3,238 807 2312813
1,086.078 1,817 677 1,560,761
830913 436,982 1,362,233
5814 410 5,762 TB4 G672 188
11,169,077 11,067,230 10,908, 096
ikt




Notes to the unconsolidated financial statements of the Company (continued)
!:nr the year ended 31 December 2012

18. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Review of residual values

Foliowing the reguirements of to LAS 16 Property, Plant and Equipment that are effective for the current perniod, the
Company reviewed the residual values used for the purposes of depreciation calculation. The rewview did nof
highlight sy requirement for an adgusimeant 1o the residual values used in the current oF BRor pencds,

Impairment of assets

Under IAS 38, the carrying amount should be compared 1o the recoverable amount each time when there is an
indication of impairment and, If higher, written down 1o the recoverable amount. The recoverable amount of an
assel is greater of (i) net selling price if the asset can be sold and (i) value in use, which is the net present value of
future cash flows based an reasonable and supportable assumplions that represent management's best estimate
of the future economic conditions and plans In the opinion of the Mansgement Board, the stated amouwnt of
tangible assets is recoverable from future operations

Assets pledged as collateral
MAI012 322011 0101/2011
As restated As restated
(in HRK0DO) {in HRK'DOO) (in HRE'D00)
Real estate £#3.530 81,7498 g8 825
Pledged movable property 23,375 61,000 78,401
136,905 152,798 177,026

Capitalised borrowing costs under IAS 23

In 2012, the Company capitalised borrowing costs in the amount of HRE 17 872 thousand (2011 HRE 14 890

thousand). The weighted average capitalization rate was 5.7 percent.

Zagrebacki Holding d.o.o., 2agreb
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Motes to the unconsolidated financial statements of the Company (continued)
For the year_en-:Ed 31 December 2012

18. PROPERTY, PLANT AND EQUIFMENT (CONTINUED)
Leases

The Company emered inlo several lease agreements during 2009 and 2008, which have been accouwnted for and
presented in the unconschdated financial siatemenis as operating leases. However, the cdassdication of those
agreamenis at the inception is not compliant with the provisions of Intemational Accounting Standard 17 "Leases”
(A5 17), according fo which, a lease where the present valuee of minimum futlure payments under the lease
agreemeant approximates the fair value of the leased asset is classified as a financial lease, which is more simalar
b the nature of the leases entered into by the Company

19. INVESTMENT PROPERTIES

MHTI012 M0
As restaled
" (in HRK'000) (i HRK'D00)
At 1 January 2823683 2,264 158
Property Gredelj {merger) . GrE. 102
Fair value change (59.297) (118,777}
Balance at 31 December I,T.FHJH 5 2._BiJ.EH

In 2011 subsidianes Centrum d.d. and Zagrebalko inveshicisko drustve d.oo were menged info the Cl'.'rl'l‘lml'lj'.
resulting in an increase of investment properties and a decrease of imesiments in subsidiaries (Mote 20).

During 2012 investment properties were remeasured ai fair value on the basis of appraizals by & cerified propery
appraisal expert, upon which losses resulting from the change in the fair values in the amouwnt of HRE 59297
thowsand were included in the income statement for the year 2012

Zagrebatk Holding d 6.0, Zagreb |




Motes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2012

20. INVESTMENTS IN SUBSIDIARIES

Investments in refated companies
Gradska plinara Zagreb d.0.0

Gradska plinara Zagreb - Opskrba do.o
Zagreb plakat d.o.o.

Gradska ljgkama

Zagreb arena d o.o.

Zagrelb candrum d.d

Zagrebacko mvesticipsko drustvo d.oo

Movements of investments in subsidiaries

Opening balance
Merged to the parent
Closing balance

Zagrebalki Holding d.o.o., Zagreb

3122012 422011 01/01/2011
As resiated As restated

(in HRKCDOO) (in HRK00D) (in HRK'000)
269,725 269,725 269,725
40,000 40,000 40,000

10 10 10

26,787 28,787 26,787

20 20 20

652,254

. 3,000
336,542 336,542 991.796
3111272012 1111212011

As restated

(in HRK'000) (in HRK'000)

336,542 891,796

(655, 254)

336,542 336,542
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Motes to the unconsolidated financial statements of the Company (continued)
_F_urtHE year ended 31 Decerpber 2012

20. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Subsidiaries fagreb centrum d.d. and Zagrebatko investicijsko drusive d.o.o. were merged into the Company in
2011

Assets acquired and liabilities assumed at the acquisition date

Zagreb cantrum Zagrebatko Tatal
d.d. investicijsko
drufitve d.oo.

{in HRKD0O) {in HRKDO0D) (= HREDOO)

1 Current assets 1877 1347 5224
Trade and other receivables 1.807 3,242 5040
Cash and cash eguivalents 70 105 175
2 Mon-current assets 647 610 - 647 610
Property. plant and eguipmant &47.307 - G4T 307
Deferrad tax assets 303 - 303
Total assels G45,487 34T 652,834
3 Share capital B47,218 3,343 650,561
Share capital G52 254 3,000 G55 264
Retained sarnings | (accumadaled losses) (5.036) 343 14, 693)
4 Mon-current liabilities 2 - 2
Prowigions for employes benafls 2 - 2
5 Current liabilithes 2,267 4 2.2M
Trade and atfvesr payables 2.2a7 4 221
Total equity and liakilities G649 487 3,347 652 834
B lnvestments in subsidiaries 652 254 3,000 BS5, 254
Het effect of the mergers (Nate 30) {5.036) 343 [4,693)

Zagrebatki Holding d 0.0, Zagreb 73




Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

21. OTHER FINANCIAL ASSETS

M2 M0 01012011
Az restated As restated
T {in HRK'00D) * (in HRKC000) (in HRK'000)
Current portion
:::;I-tﬂ-maturity imvesiments al amonised 6,430 4714 3.191
6,430 4714 3181
Long-term portion - o -
Financial assets at fair value 520 544 B1B
E-Mmﬂluﬁly imyesiments at amodised 115,052 114 384 112 083
115,572 114,528 111.511i
Financial assets at fair value
M2 IMazon 01/0172011
As restated As restated
(in HRK'O0Q} {in HRKTD0) {in HRK0O00)
Participating interesis 520 _54_4 E‘E
Current portion - -
Long-term portion 520 D4 B18

Included in participating interests are financial assels (shares) camed at fair value theough profit or koss. The
shares represent non-controlling ineresis held in Zagrebatka banka d d. and Samoborska banka d.d.  in which

the Company has no significant influence

ield - to-maturity investments at amortised cost

MMaa012 Mz 010112011

As resiated As restated

{in HRIK'00D) (i HEK'000) (i HRK'(00)

Deposits with matlusiles cver one year 115,052 114,384 112,883
Deposits with matunbes of up to one year 1.686 3 544 2,803
Oiher held-lo-maturity securities 4 744 1,168 386
12‘|i!2 119,087 116,172

Currant partion 6 430 4714 3,181
Lang-lerm partion 115,052 114,384 112,883

Zagrebalki Holdg d.0.0., Zagreb
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Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

21. OTHER FINANCIAL ASSETS ([CONTINUED)

Deposits with financial institutions due after 1 year

IMH22012 Jnzzon 3MN212010

As restated Ag restated
(in HRK'D0Q) {in HRK'D0D) * (in HRK'00O)

Zagrebalka banka d.d 63,604 63, 265 62,500
BKE Bank d d 49,047 48, 926 47 7449
ErstedStaermaerkischebank d.d 2,264 2,183 2,088
Olivers 137 B45
115.552_ _ - _114,3$d 1_15&
Depaosits with financial institutions due within 1 year

JTM 22012 I Er011 31122010

As restated Az resiated

(in HREK'QDD) {in HRKQ00) {im HRK'T00)

Hypo Alpe Adna Bank d d 11711 1,149
2agrebetka banka d d 933 Q835 752
Other credit instibutions and accrued interast 753 1.388 a0z
== 1,686 1,544 2,803

Given loans and deposits are classified into deposits with and shor-ferm loans to unrelated companies with
maturities of up to one year, The inferesl an the deposits was accrued at market rates effective at incepbon, which
ranged from 3 4% 1o 4, 75%. The interest on shon-term loans to unrelated companies wes accrued at the average

interes rate in effect af inceplion (6 to 12 percent)

Zagrebatki Holding d o o, Zagreb
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MNotes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2012

22. NON-CURRENT RECEIVABLES

Long-term portion
Amounts owed by related parties

Receivables for investments in government
bonds

Loan receivables
Receivables in respect of credit sales
Other receivahles

Current porticn - Motes 24 and 28

Amounts owed by related parlies
Receivables for loans with maturities after 1
year

Receivables for lnans due within up to 1 year

Receivables in respect of credd sales
Oiher receivables

Zagrebalki Holding d.o.o., Zagreb

311212012 122011 01/01/2011
As restated As restated

{in HRK'DOO) {in HRK'000) (in HIRK'DOO)
1,073,238 1,203 489 1,302 147
12,333 12,198 12,186
15.908 15,385 18,632
13.527 12,648 14,563
626,505 645 582 667,238
1,741,511 1,893,301 2,014,743
132,443 132,178 128 650
1,429 1,848 1,884
4,890 6647 11,172
1,930 1,011 1,668
28,320 28 441 27,918
169,021 171,021 B 171,531
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Motes to the unconsolidated financial statements of the Company (continued)

Faor ihe year ended 31 December 2012

22. NOMN-CURRENT RECEIVABLES (CONTINUED)

Included in bong-term receivables from related parties ane amounts due for works and services delivered as well as

loans prowvided to related parties.

Long-term receivables from related companies

MMZ2012 I 22011 o201

Az resiated As restated

(in HRK'DDO) (in HRKQ00) (in HEK 00O}

Receivables from the owner 1,217 442 1.250.4197 1,446 181
Lﬂ;m:l allowance on receivables from (11.761) (14.752) - (15,375)
1,205,681 1,335,665 1,430,808

Current porion 132 443 132,176 128,659
Long-term portion 1,073,238 1,203,488 1,302,147

Receivables from the owner comprise amownts owed by the City of Zagreb under guarantees furmizshed for long-
term loams of ZET Branch in the amount of HRK 505,688 thousand (2011 HRK 609,735 thousand) and in respect
of funding 30 percent of the lease cosis for the sports facility Aqena Zagreb w the amount of HRK 635 337
thousand {Z011; HRK &84 285 thousand), whereas the remaining balance of HRK 44 855 thowsand (2011 HRE

41 655 thousand) represents receivables for consiructed roads (Mofe 43).

Recelvables for invesiments in government bonds

JAM22012 122011 01012011
A5 restated s restated
(in HRK'000) {en HE K 000) {in HRKG00)
Hece:-lams for invesiments in govermnment 15 785 15 624 15 525
Impairment allowance on receivables for

investrments in gowermmeant bonds (3.432) \a.428) )
12,333 12,199 12,166

Current portion .
Lang-ferm porion 12,333 12,189 12,168

Zagrebatki Holdimg d 0.0, 2agren
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Motes to the unconsclidated financial statements of the Company (continued)
Far the year endad 31 Dacember 2012

22, NON-CURRENT RECEIVABLES (CONTINUED)

Receivables for loans with maturities after 1 year

I1NM22012 J1M22011 010152011

A5 restated As restaled

(im HRER 000 (o HRE OO0 {in HRK'00Q)

Lang-term loans to unnelated companses 2112 3,208 3775

Long-lerm loans o the Management and

employees 17,720 18,072 20 562

Impairment allowance on given loans (2 485) (5,047} 3 821)

17,237 1724 20,5186

Current porbon 1428 1,848 1,684

Long-term porion 15,808 15,385 18632
Receivables for loans due within up to 1 year

322012 3122011 010172011

A% restabed Ag reslated

{in HRK'000) {in HRK0OD) {in HRIK'00O)

Shaort-term loans to unrelaled companies 37 480 A8 469 41.861

Impairment allowance on given oans (32.581) (32,822) {30,609

4,898 B,B4T 11,172

Current porban 4 888 o047 11172

Long-term portion - -

Zagrebatk Holding d.0.0.. Zagreb T8




MNotes to the unconsolidated financial statements of the Company (continued)

Faor ihe year ended 31 December 2012

22. NON-CURRENT RECEIVABLES (CONTINUED)

Receivables in respect of credit sales

IMM22012 M1 10172014

As restaled As restated

(im HRK' Q00 (irn HRK'DO0Y (irn HREK DO

Receivables for fiats sold 18,033 19,963 21,870
Value adjstiment on discount (2.576) (5,406) (5,409)
Discourd rate in % 4.2% T.2% B.2%
15,457 14,557 16,461

Corranl porfion 1,830 1.911 1,898
Lang-term potion 13,527 12 646 14 563

Receivables for flats sold are discounted each year using the rate that reflecis the yield rate on the Croatian

government bonds, which was 4.16 percent in 2012 (2011; T.2%).

Other non-current receivables

22012 I EH011 012011

As reglated Ag restated

{in HRK'000) {in HRK000) {in HRK'D00)

Receivables from the Siale 651,842 74 G600 691,252

Other receivables 2,883 3423 3,801
654,825 678,023 695,153

Current porticn 28,320 28 449 27.918

Lomg-terrm portion G236 505 649 582 G667, 235

Recelvatles from the state @ the amounl of HRK 674 600 thousand (2011 HRK 674,000} comprise amounts
owed by the Croatian Governmant in respect of funding 50 percent of the Arena Sports Hall rental cosis

Zagrebalki Holding d.o.o.. Zagreb
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MNotes to the unconsolidated financial statements of the Company (continued)
Faor the year endad 31 December 2012

23. INVENTORIES

MHA2012 22011 10172011

As restated As resfated

{in HRK'000) {in HRK'000) {in HRK'0D0O)

Raw malerial and supplies 110,271 125815 132,030
Work in progress 134,501 150,147 133,871
Finished products £12.203 527 358 531,170
Merchandise (and propery in circulation) 8,008 8747 10,801
Prepayments for inventonies T4 85 517
765687 B12,263 B0E,1E9

Imventories are broken down into raw matenal and supplies, which are expensed immediatefy when put info use,
wiork in progress, finished products, merchandise and prepayments for inventones

Work in progress comprises residential and commercial blocks i the guarier Sopnica-Jelkoves and the
preparafion for the construction works in the gquarter Podbrekje The Sopmeca-Jelkovec stnuciures were completed
in late 2008, and the balance of work in progress as of 31 December 2012 was HRK 128 3 milkon and relates to
the portion of the Sopnica Jelkovec Project still pending and the project documentation and purchase of land at the
location Podbredie,

Finished products comgrise finished flate and business premises n the quarter Sopnica-Jelkovec that anre
available for sale and amounted to HRK 455 million ai 31 December 2012

Ciost of inventories recognised as expense far the year amounts o HEK 10.2 milban (2011 HRK 28 3 millian) and
relates to the costs recognised for the flats sold (Mote T)

24. RECEIVABLES FROM RELATED COMPANIES

FM22042 MM 22011 0102011
As resialed A5 restated
{in HRK 000 {in HRK'DOO} (i HRK'000)
Receivables fram the owner 276,516 JG6H BT 468 BET
Current portion of long-term receivables from
i 132,443 132178 128,850
Recelvables from refated companies 833 841 31,381
L 5
oans 1o related companses (due within 1 3887 5 055 6 683
year) i -
413,358 506,947 635,190

Zagrebadki Holding d.0.0.. Zagreb a0



Motes to the unconsolidated financial statements of the Company (continued)
Eﬂd’ l:_hg year l,‘.'l_‘ll:IEd 31 December 2012

24, RECEIWVABLES FROM RELATED COMPANIES (CONTINUED)

Receivables from related companies are broken down into amounts owed by the owner (Cily of Zagreb)
receivables from other related companies (subsidiaries) and recevables for lbans 1o related companies
Receivables from related companies comprise shon-term receivables for regular deliveries of goods, works and
services. Receivables from the owner relate fo shar-tesm receivabies for ordinary and other confracted works as
well a8 receivables in respect of funding that are due in 2013

Loans to subsidiaries relate to bbans provided to subsiceanes Zagreb plakal d. 0.0 and Zagreb arena d 0.0, 10 the
amouni of HRK 2.5 milion and HRK 1 million, respectivaly. Thisy Sccree inferes! al rales aqual to the commencial
rates im effect at the time of approving the loans (B%).

26, TRADE RECEIVABLES

HMM2ra0 2 2011 010112011
A5 restabed A% rgslaled

(nHRKD00)  (nHRKODD) (i HRK'OOO)
Trade receivables 1,230,297 1,162 850 1,150,417
Impairment allowance on trade receivables (526,283) (506 a41) (440,212}
Tl 014 676,409 710,205

Trade receivables are carmmied at amortised cosi.  Labe-payment imleres! B charged on outslanding balances &t
rates prescribed by law. The Company makes an allowance for all trade debiors past due beyond 355 days,
Allowances for doubthd debts are recogmised against trade receivables between 120 and 365 days based on
esbmated imecoverable amounis determined by reference 1o past defaull expenencd of the counlerpany and an
analyses of the counterparty's current financial position

Trade aceounis recewable are reviewed at least twice annually, and reminders are sent for past due amounds,
whereas forced collection proceedings are initiated for bad and doubtful accounts (distress and legal aclions).

Receivables for defivered mumicipal services to indnviduals and businesses are nol covered by any financial

insfruments. Receivables for other services delivered o commercial businesses are secured with vanious financaal
instruments (bills of exchange, debentures, bank guaraniees and similar)

Zagrebatki Holding d 0.0, Zagreb a1



Motes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2012

25. TRADE RECEIVABLES (continued)

In determining the recoverability of a irade receivable, the Company considers the business segment (comrmunal
or market activities, because of different factors affecting the pricing and delvery of those services) and the type of
cuslomer (citizens or businesses because of different statutes of limitations). The communal operations are
governed by separate laws, and the related receivables are not sécured by financial instruments. Trade accounts
receivable from other activibes are secured by vanous instruments (bills of exchange, promissory notes

debantures, ebc. ).

As of the reporting date, the Company made an allowance for all accounts outstanding beyond 365 days. based
on an estimate made by commessions for assessing collectability of receivables, as well as for all debtors
putstanding up to 385 days (120 = 365 days) because, according to the past default history, they ane congsidered

doubiful of collection.

Ageing of past due but not impaired:

0-60 days
&0-180 days

180-365 days
Owver 385 days

Movement in impairment allowance for doubtful accounts

Hulance at beginning of the year
Impairment losses recognised
Amounts written-off as uncollectible
Amounts recoverad during the year
Balance at end of year

Zagrabadki Haolding d.o.o . Zagreb

2012 2011
As restated
© (nHRKO000) (in HRK'00O)
107,468 105,711
66,100 70,117
75252 68,203
253,117 232 708
503,837 476,737
2012 2011
As restated
- {in H_EH'-EI{I'IJ] B THW
506,441 440,212
931,730 116,854
(19,822) (15,256)
(54,066) (35,360)
. 526283 506,441
82



Notes to the unconsolidated financial statements of the Company (continued)

Farf the yaar ended 31 December 2012

25. TRADE RECEIVABLES (CONTINUED)

Ageing of impaired trade receivables

2012 2011
AS resiated
(i HRK'000) {im HRK'000)
120-180 days 2471 1,773
180-365 days 5,287 3 880
Ower 365 days 518 525 500 688
526,283 506,441

26. AMOUNTS DUE FROM EMPLOYEES
IMM2r2012 Jimzzo 0112011
A% resiated As resiated
{in HRKQ00) {in HRE'000) {in HREDO0O)
Amaounts due from employees 4,33 3 348 3,101

Impan'menl: allowance on amourts due from
EWW}'EE‘# - _“E,EIT]':I |_1_3EI:FJ 11,344
3014 2,028 1,757

27. RECEIVABLES FROM THE STATE AND OTHER INSTITUTIONS

J1M22012 A2 0112011
Az restated As restated
(i HRE'000) {in HRK'000) {in HRKD0G)

Feceivables from the Croatian State Health
Iristrines Eurd 5,745 5,054 T 386
income fax refund 10 5511
VAT recenable 1,568 2, 388 g ]

‘ p

lr':-t:l;m".lahlas- or other taxes, contributions and 1 302 791 1,163
8,623 8,161 14,730

Zagrebatki Holding d 0.0, Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

28, OTHER RECEIVABLES

Prapayments made

Impairment allowance on prepayments

Curment porfion of long-term receivables
Racaiablas from insurance companies and

odher damages receivable

Prepaid expenses and accrued income

Other recevables

311212012 11272011 01/01/2011
As restated As restated

{in HRK'00O) {in HRK'000) (in HRK'000)
11,107 7,892 8616
{2,381) {2,381) {2,381)
36,578 38 845 42 872
1,317 oG8 1,588
50,955 71,139 71.803

962 3,072 1.860

138,538 119,535 125,358

Prepaid expenses and accrued income comprise amounts paid in advance that are chargeable to future periods,
accrued inCome not yed biked, acorued inenest and fees on loans that are apportioned over the periods of the loan
repayment using the effective interest rate, deferred bond issue costs (discount allocated annually 1o expenses for

the pericd al the effective interest rate up to 2017}

Z8. CASH AND CASH EQUIVALENTS

Current account balance - HRE denominated

Cash in hamd

F¥ current account balance
Foreign-currency cash in hand

Other cash (court ordered deposits and

Sierilar)

311212012 311202011 010172011

As restated As restated

fin HRK'000) fin HRICO0O) (in HRK000]

37 470 78.038 53,357

1,283 830 1,060

3 654 3,053 1,968

8 1 20

8,030 7,760 7571
Ty 89,793 63,986

B4
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

30. EQUITY

Share capital

The Company's sole owner is the City of Zagreb Al 31 December 2012, the share capital of the Company
amounts to HRK 4,208 62% thousand (31 December 2011, HRK 4 208 629 thusand).

Revaluation reserve

Revaluation reserve has been establshed on the revaluation of land. On disposal of & revalued asset, the porlicn
of the revaluation surplus atiributable to the asset is transferred fo retained Earmings

IMH272012 2201

As restated

{in HF!H‘DDD-]_ {in HRE'QO0O)

Balance at beginning of the year 2,TBZ 470 2,080 499
(Decrease) / increase from revaluation (208) - 1016417
Deferred tax liabdites ansing from revaluation 41 (314, 446)
Balance at end of year 2,782,305 _ 2,782,470

Other comprehensive income for the vear ended 31 December 2012 amounts to HRK 165 thousand and arose an
the revaluation of land {31 December 2011: the revaluation surplus on kand in the amount of HRK 701,971 credited
to other comprehensive income)

Other reserves

Other reserves reported m the staterment of financal position at 31 December 2012 in the amownt of HRK 57,300
thousand comprse to the share capital of two companies merged in 2001 (Grad miadih Granesing d.o.o. and
Dirrladingkl fursticki centar d.o.o.) to a Branch, for which no share capital was increased by HRK 15 125 thowsand,
@5 well as reserves formed as per the Decision of the Assembly regarding assets granted by the City of Zagreb in
the amount of HREK 82 175 thousand.

{Accumulated losses) | retained earnings

J1M2r2012 Jzzo11 012011
As restaied A restated
{in HEE'DOO) {in HRK'D0O) (in HRK' D)
Balance at beginning of the year [16,384) 473,932 Eﬂ,ﬂﬁ .
Acguisition of subsidiaries - I:iEEI_l]- -
Loss for ihe year (359.009) (465.622) (50.315)
Balance at end of year (375,393) [16,384) 473,91

£agrebatki Holding d.0 &, Zagreb a5



Motes to the unconsolidated financial statements of the Company (continued)

Fer the year ended 31 December 2012

M. PROVISIONS

MMd2012 M 212011 o1R2011
AL restated As restated
{m HRE'DDO) {in HRE'D0O) {in HRE'DDD)
Provisions for employee benefs under LAS 19 280615 250 829 261,333
Litigation provisions 116617 96,220 110,221
Provisions for the landghill resioration 35022 24, 293 2B.02%
Currant partion (53,627) {32.611) (38,830)
ATR.627 338,71 380,849
Currant obligatson (Mote 41) 53,627 32,611 B B30
Loneg-term obligation 378 627 3387 380 845
432 254 a71,342 419678
Discount rate applied to amployes
benefits and landfil rehabiiaton % 7.2% 6.2%
Balance and movements of long-term prowisions:
Provisions fior Litioaian Lamdfill
{in HRKTOO) Employes o o on seslanation Total
bisrfits provision _
m]“"’ it p 261,333 110,321 28,025 419,679
Mew provisions made 3.027 7,320 10, 347
=] ians |/

“f’_ﬁ:ﬂ'ﬁ””“‘ (33,531) (21.421) (3.732) (58 6B4)
e 250,329 96,220 24,293 371,342
Mew provisions made 3?.225.1_ 30,922 10,725 78,880
=] isigns |
A::’::::ﬂ"m“’ (T 443 (10,525) {17.968)
o 280,615 116,617 35,022 432,254
Lagrebalki Holding d.o.o . Zagrel 56



Notes to the unconsolidated financial statements of the Company (continued)
Fnrtl'ra_-,_r_ear ended 31 Decamber 2012

1. PROVISIONS (CONTINUED)

The obligation to make provisions for employee benefits arises from the Collective Agreement, and the level of
provisions was determined in accordance with IAS 19 Employes Benefits They consists of provisions for
lermination and retiremant benefits, long-serice benafits and solidarity support. They are measured al the present
value of costs expected to be incurred o settle the obdigation, using a discount rate of 5 percemt

The landfill rehabilitation prowision relates io the cost of maintenance and sunveilance over the Jakufevac Landfill
over the next 30 years from its wind-up for emwronmental protechon purposes in accordance with 1AS 37
Prowisions, Contingent Liabilites and Contingent Assets. The provisions ane discounted

Litigatson provision relates 1o provisions allocated for legal actions initiated against the Company following the
knowledge of a claim being initiated and on the basis of the estmated final outcome of the Figation. In the opinian
of the management, the level of provisons is sufficient 1o cover any fulure potential liabilites.

32. LOANS AND BORROWINGS

JMH22012 322011 010472011
As restated Az restated
(in HRKODO} (in HRK'000) (in HRK'000)
Mar-current
Lewres and borrowings payable 1,715,080 1.932.237 2,140,712
Finance lease obligations 1,128,147 1,239,388 1,316,348
2,843,237 3,171,608 3,457 060
Cerrrent
Loans and borrowings payable 1,218,653 1065623 808 609
Finance lease obligations 112,340 107 880 102,049
Citfheizr 87,951 86713 B4 643
1,418,944 1,270,316 995,301
Total loans and borrowings C a282481 4,441,921 4,452,361

Long-térm and short-term bank loans are secured by bilks of exchange, promissory notes, debenfures and cession
agreements worth in total HRE 1,823,173 thousand, accoun] pledges in the amount of HRE 206 495 thowsand, a
bank deposil in the amount of HRK 55,000 thousand, ben on real estate in the amownt of HREK 85 530 thousand,
lien on movable property in the amount of HRK 53,375 thousand and a guarantee of the City of Zagreb in the
amaurd of HRK 611,168 thousand

Some of the foreign bank loans are subject to resirictive financial and operating covenants The covenants, as
defined in the apphcable loan agreements, specifically require from the Company 1o meet certain prescribed levels
of the following ratios: operating ratio. debt sensce coverage, internal cash generation, tangible net warth capital,
and ned borrowengs. Al 31 December 2012 the Company was compliant with all the financial covenants

Zagrebalki Holding d 0.0 Zagreb &7



Motes to the unconsolidated financial statements of the Company (continued)

For tha year ended 31 Dacember 2012

32, LOANS AND BORROWINGS (CONTINUED)

Movements in non-current loans and borrowings

22012 IR0 010172011
As restated As restated
{in HRK'000) {en HREO00) (in HRKQ00)
Balance at 1 January 2. 25T 116 2,413,914 2 648 859
Mew loans raised a5 124 48 928 28213
Amounts repaid (328,336) (228.412) (2786 958)
Effect of exchange differences 2181 24 Gas 13,800
Balance at 31 December 2,000,085 2,257,116 2413914
Current portion (284, 005) {324 B79) [273.202)
Long-term portion 1,715,080 1,932,237 2,140,712
Repayment schedule of long-term loans and borrowings
HMH2012 32201 01020141
As restated A restabed
{in HRK000) fin HRK'000) (in HRK'000)
Within ane year 284 405 324 BTG 273,202
in the second to inclusive the fifth year 1,076,314 1,001,028 1.051 938
After five years 638,771 Bd1.209 1088773
2,000,085 2,257,116 2,413,914
Analysis by currency:
MHHem2 22011 01012011
Ag restaled Ag restated
- fir HFRE000) (in HF'._K"DDU]_ {in HREGO0)
HRK 206 200 1,000 543 1,085,086
EUR 1,063 885 1,256,473 1,316 828
- _?._IZ_HZI'U.UEE 2,257 116 2,413,914
Zagrebacki Holding d.o.o, Zagreb B8




Notes to the unconsclidated financial statements of the Company (continued)
For the year ended 31 December 2012

32, LOANS AND BORROWINGS (CONTINUED)

Finance lease obligations
OF miremigm lease PayTEls
M2 A 22011 01/01/2011 M 202012 MM 22011 DH01/2014
fin HIRKCO00)
VVhn O 0 150 951 168,222 155 611 112 340 107 980 102,048
In the second io
Inchusive e 18h yeas 601,720 657 506 636,056 442 373 455 812 474 628
Afed Bve years 1 0038 044 1 160.B7TH 1,285 160 GE5. 874 T 838 341720
1,799,715 1,984 B06 2,086 827 1,240,487 1,347,348 1,418,387
Less, fubure inancs .
charges (555.228) (637,258) 1668 430) -
Present value of
AT ease
i 1,240,487 1,347,348 1,418,307
Inciiadesd iy e firdrssal Yatements wihin
C I 1
urrpnt babilbes 112 340 107 =an 103 045
RN CUTRAL bl 1128, 147 1,239,358 1316348
M0 vuTMs 41307

nce lease obligations relate 1o equipment (vehicles) and a building leased for 8 period of 5 - 28 years
Following the expiry of the lease, the Company has an option to purchase the leased tems at contraciually agreed
values. The Company s liabilities under financial leases are secured by the Mle of the lessor to the leased assets
The average interest rate applied i determining the financial lease payments was 4 2% (2011 4 2%)

Zagrebatkl Holding d.o o . Zagreb L)




Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

32, LOANS AND BORROWINGS (CONTINUED)
Financial instruments (contimued)

Present value of items wunder financial lease arrangements

Tools and
) Buildings vebicles T"ﬂ
(in HRK' OO0 (in HRK'000) (im HEK'D00)
Cost B18.881 B53.074 1.671,955
Accumulated cepreciation 30,708 157,758 188 467
::lsmzﬁr. 788,173 695,315 1,483 488
Cost 818,881 853074 1671 585
Accumulated depreciation 40 944 184 441 235,385
it 777,937 658,633 1,436,570
Zagrebatki Holding d o o, Zagred a0



MNotes to the unconsolidated financial statements of the Company (continued)

Forthe year sdud 31 December 2012

42, LOANS AND BORROWINGS (CONTINUED)

Short-term loans and borrowings

IMHA2P012 22011 01012011
As restated Mg restabed
{in HRK000) (in HRK'00O) (in HRK'000]
Short-lerm loans and bomowings 1,218,653 1,065,623 808 80D
Siart-fermn oans and borowings 933 658 FH0 T44 538 407
Currenl portion of long-tenmm bomowings 284,995 324,879 273.202
Financial leases (current porion) 112,340 107,980 102,048
Other (intenest on borrowings and bonds) a7 9o 86713 B4 643
1,418,944 1,270,316 985,301
Movements in short-term Ioans and borrowings
J1M22012 1125011 01012011
A restated As resiated
{in HRK'000) {in HRK'000] (in HRK'000)
Balance at 1 January 1,065,623 BOB,603 360,425
Proceeds from new loans 888,738 1.01 3-:-1'EH 815274
Less: pasd curreni portion of long-term debi
{sea Note "Movements in long-tarm {524 879) (273,202) (277 253)
borrowings”)
Currani portion of long-term bormowings 284 955 324 879 273,202
Amaunts repasd {797 874) (B15,536) (445 611)
EMect of exchange differences 1,049 T.705 5318
Balance at 31 December 1,218,653 1,065,623 808,609
Analysis by currency:
IMH22012 IMH22011 o120
As restated As resfated
{im HRK00) {in HRK'DOO) {im HRKQD0)
HRK 416,783 240,155 240,000
EUR 516,875 500, 588 285407
933,658 740,744 536,407
Zagrebatki Holding d.o.o, Zagreb =]



MNotes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

31. LIABILITIES IN RESPECT OF ISSUED BONDS

Issued bonds

JTMERM2 1M 22011 Q1092011
A5 resiabed Az restated

{in HREDDD) {in HIR K000 {in HREO00)
2,283 68T 2258 126 2.215 5532
2,263,687 2,258 126 2,215,562

In GJuly 2007, the Parent issued bonds in the amount of EUR 300,000 000, wilh the affective coupon rate of 5.5
percent annually, which mature on a one-off basis in July 2017, The carrying amounis of the bonds approximate

thair fair values.

In connection with the bonds issue, an interest rate swap was enfered it on 10 July 2007 in the amount of EUR
A00 million, which resulted in 3 decrease of the average interest rate to fixed 2.5 parcent in 2008 for the entire

principal, fixed 2 parcent in 2008 for the entire principal and 2 percent in 2010 far the entire prncipal.

34. OTHER NOMN-CURRENT LIABILITIES

Liahbilities to related compamies
Trade payables
Other lang-term liabilities

Zagrebatki Holding d.o.0., Zagreb

I 2an2 22011 01/01/2011

A5 restated As restated

{im HRE'D00) (i HRE'D00) (in HFREO00)

224 127 196,795 196,795

11,903 2,047 2,554

19,610 26,978 20,267
265730 225820 219,756
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Motes to the unconsclidated financial statements of the Company (continued)
For the year ended 31 December 2012

34, OTHER NON-CURRENT LIABILITIES [CONTINUED)

Liabikties to related parties repored in the statement of financial position af 31 December 2012 in the amount of
HRK 224 127 thousand (2011: HRK 196,795 thousand) rélate entirely 1o the obligation towards the owner, the Cily
of Zagreb, as the owner of purchased real estate.

Trade payables reported in the statement of financial position at 31 December 2012 in the amount of HRK 11,993
thousand (2011: HRK 2 04T thousand) relate entirely to advances received

Other non-current labilties repored in the statement of financial posdion al 31 December 2012 in the amount of
HREK 19610 thousand (2011: HRK 26978 thousand) relate enbirely (o an amownt owed to the State for flats soid 1o
employees in accordance with the underlying govesnment programme According fo the then applicable
regulations, 63 of the income from the sale of Rats to employees was 0 be transferred {o the state upon collection.
Based on the Law, the Company has no obligation 1o remil the funds before they have beean collected fram the

employess.

35. DEFERRED INCOME

I 212 KA IR FiFliah] L TieR Frii g R ]

Ag restated fg resiabed

(in HRK'D0O) (in HRE'000) {in HRKTO0D)

Defarred mcome 4 516 482 4 G377 4.871,303
4,516 492 4 637 317 4,871,303

Deferred income relates to assets received or financed by local self-government units, the owner and other hegal
entities, free of charge, which are reported in the statement of financial position under deferred income. The
decrease in deferred income is recognised in the statement of comprehensive income proportionally over the
useful fe of the assels to the extent of depreciation of the assels hinanted out of the budget, n accordance with
A5 20 Accounting for Government Grants and Government Assistance, whereas for repayments of long-ferm
loans uzed to finance the assels of the Company, the intome is recognised to the extent of the amount repaid by
the City of Zagreb which assumed the obligation to repay those loans

Zagrebatki Holding d 0 0., Zagreb 83



MNotes to the unconsalidated financial staterments of the Company (continued)

Far the year ended 31 December 2012

36. LIABILITIES TO RELATED COMPANIES

322012 IN2z011 o1/01/2011
Az restated As restated
fin HRK'000) {in HRK'D00) (im HRK'TO0)
Trade payables (related companies) 12,600 12.785 15,334
Borrowings from related parties G0 B36 29615 10,313
Due to the City of Zagreb 133,646 45 497 40,922
216,482 BY.B3T 66,569
37. ADVANCES, DEPOSITS AND GUARANTEES RECEIVED
Wz 122011 01012011
fis restated As rastated
iin HRE'00O) iim HRE'000) (im HREG00)
Advances recaived from unretated
17
companias 27028 20,258 (B4
Advances recaived from the City of Zagreb - 2,157 06
27028 221,415 17,380
38, TRADE PAYABLES
b T el e a2 010112011
As restated As restated
{in HRK'000) {in HRK'DOO) (im HRK'0D0)
Domestic rade payables 838,893 861,920 BAS, 581
Foreign irage payables 641 38 1,007
Inwvoice accrnuals 1,005 B54 1,652
B40,539 BE3,T13 BEE, 220
Zagrebatk Holding d oo, Zagreb B4



Maotes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

39. AMOLUINTS DUE TO EMPLOYEES

Mel salares payvable
Fees and benefils payable

A 31 December 2012, the Company had 11,820 employees (31 December 2011 11,779 employees).

40, TAXES AND CONTRIBUTIONS PAYABLE

Payroll and benafit-related faxes and
condributions

Walue added tax
Membership and similar fees
DHher taxes payabhe

41, OTHER CURRENT LIABILITIES

Liabilities under recharged servicesa (W10}
Other fees payable under decisions
Accrogd expanses not yel billed

Deferred salas

Accrued VAT on prepayments

Current portion of kong-term provisions for
employesa banafits

Zagrebadki Holding d 0.0, Zagreb

ITNZ2012 IMAZZ01 0110172011

As resiated A5 restabed

(im HEE'000) {in HREQOO) (i HRE'T00)

TE120 BT 745 79,428

5,228 1,342 6,290
81,357 89,087 571

Jnznnz 122011 010112011

As restated Az restated

firy HRR D00, {in HRKDO0) (i HRK'000)

51,144 65 878 54,015

31,060 20,835 25 540

33,038 25843 5,306

671 258 2810

115,914 122,914 87870

IMN22012 I 22011 R IFLI

As restated As restated

(i HRK'D00) {in HREQ0O) {im HRE'000)

260,182 371,723 233,768

46,902 T2.329 31615

127 268 B1.918 223072

45,082 51,325 44,060

& g 27

53,627 32611 38 830

533,077 o 591,362

809,915
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

42, OFF-BALANCE SHEET ITEMS

M0z M1 o1o172011

As resiated A5 restated

(im HRE'T00) {in HRED0O) {in HRE(00)

Off balance sheat dams B79 BES 1,007 318 1,235,028
B79,66E 1,007,319 1,235,029

At 31 December 2012 off-balance sheet tems comprise grven guaraniess and debentures in the amount of HRK
101.3 millicn (2011; HRE 79.4 milion), received guarantees and debentures in the amownt of HRK 83.9 millign
(2011 HRE 77.8 million), asseis received under operating heases in the amount of HRK §79.5 millan (2011 HRK
833 5 million) and other goods received or given under CoOmMMILSIon OF COMnSagRrment

43, BALAMNCES AND TRANSACTIONS WITH RELATED PARTIES

Parties are considered o be related f they, directly or indsrectly. through one or saveral intermadianas, conlral, o
are controlled by, have a significant influgnce in, or are under joint control with the reporting entity (which includes
the parent, subsidiaries and branches). The City of Zagreb, besng the sole owner of the Company, is the only
having significant condrol over the Company's operations

Trading transactions

Transachions between the related entities are set out below:

=
2012 2011 2012 2011
As restated Ag restated
{in HRH‘DH] {in HFtF.'_IJi}J}- {in H_RK'I;I-I;I-I;I] :in_Hmr.'u-n-uJ
City af Zagreb H23.6683 B45 072 28,831 26,887
Gradska pinara Zagreb d oo, 2,534 2715 51 12
GGradska pénara Zagrelb-Opskrba d.oo. 672 a2 15,846 15,866
Zagred plakad doo.o 405 203 291 153
Gradska hekarna Zagreb 245 125 62 53
Zagret arena doo.o 49
Zagreb centrum d,d - el |
Zagrebadke imesticijsko druftvo d oo - 4
927576 848202 45006 42771

Zagrebatki Holding d o o , Zagreb B




MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

43, BALANCES AND TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

Cutstandsng balances from trading transactions at the end of the reporting period-

City of Zagreb

Gradska plinara Zagreb d.o.o
Gradska plinara Zagreb-Opskrba d.0.0
Jagreb plakat d 0.0

Gradska lpkama Zagreb

Zagreb arena d 0.0

Zagreb centrum d.d

ity of Zagreb

Gradska plinara Zagreb d.o.o

Gradska plinara Zagreb - Opskrba d.o.o.
Fanrab plakat doo.o

Gradsha ljigkama Zagreb

Zagreb arena d 6.0

Zagreb centrem d.d

Amounts owed by related parties

Q12

58,282

311212012 311212011

Az restabed Asg restated

{in HIRK000) fir HIRR000) {in HRK'O00)

276,515 368,874 468 568

538 585 73

260 a2 BS

1 i 1

23 214 22

12 50

30,840

277,349 368,716 500,048
Amounts owed to related parties

 3HH2012 31212011 0110172011

{in HRK'DO0) {in HRK'DDO) {in HRK'D00)

133 B47 45497 40,923

54 2 063 2 285

12,403 10,504 12,633

187 327

116 128 a4

146647 56,256

Sales from relaled-party fransactions were made at standard market prices that are comparable with the prices

charged fo unrelated parties.

The outstanding balances are not secured by any securdy instrument (debentures, bills of exchange, bank

guaranmiees) and will be settled in cagh

Zagrebatki Holding d.o.0., Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ende_d_m Decernber 2&_1_2

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

Related-party loans

Gradska plinara Zagreb d.o.o

Gradska phnara Zagreb - Opskrba d.oo
Zagreb plakal d.o.o.

Gradska liekama Zagreb

Zagreb arena d.o.o.

Zagreb cenrum d.d.

Zagrebsfho investicijsko drufheo d.oo

Related-party loans

Gradeka phnara 2egred d.oo
Gradaka phnsra Zagred - Opakiba d 0.0,
Zagreb plakat d.o.o.
Gradska ligkama Zagreb
reb arena d.o.0
Zagreb centrum d.d.
Zagrebatho investicijsko drudtvo d oo

Receivables for loans to related parties

HHZ2012 IHH2rzo11 01a1/2011
Ag restaied A restabed
(in HRK'000) {irn HEED00) {in HRE DD
2525 4020 6,132
1,042 1,035 551
3567 5,055 6,683
Loans payable to related parties
MH22012 IMHz2011 010152011
AL reslabed A5 restaled
{im HREDDO) (in HRKDOO) {in HRKOD)
33228 2w/
32607 -
4,000 4 230 4 161
= - 3,030
- ] 3122
69,835 28,615 10,313

During the reporting periods presented, the Company approved several shorl-term and long-ferm loans (due within
2 years) to its relaled parties, which are specified above The loan interest rates are comparable to average
commercial rates prevailing at the time of the loan onigination. The loans are secured by debentures (promissory

nipes) and bils of exchange

Zagrebadki Holding d.0.0., Zagreb
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Motes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

Amounts receivable under other related party transactions

b b T il el 22011 Q102011

As restabed Ais restated

(in HRE'000) {im HIR B0 {in HREO00)

ity of Zagreb 1,208 681 1,335 665 1,430,806
Gradska plinara Lagreb - Opakrba d.o.o. - - -

1,205 681 1,335,665 1,430,808

Amounis payable under other related party transactions

MHA2012 A 212011 01012011

As restabed fis restabed

{im HREO0O) {in HRECOD0) {in HRKO00)

City of Zagreb 224 127 196 T45 186, 703
Gradska plinara Zagreb - Opskrba d.o.o - - ]
224021 196,795 196,796

Other related parly irangacbons include long-term receivables from the owner for guarantees provided for long-
term koans to JET Branch for loans raised for the reconstruction of public transport in the amount of HREK 505 688
thousand (2011 HRK 609,735 thousand). In 2000, a long-term receivable from the owner was recognisedin
respect of funding 50 percent of the lease cosis for the sports facility Arena Zagreb in the amound of HREK B35 337
thougand (2011: HRK B84 2685 thousand) based on an agreement bebween the City of Zagreb and the Republic of
Craatia. The remaining balance receivable from other related party transactions relates to amounts dug under the
agreement on the road construction financing

Zagrebacki Holding d.0.0.. Zagreb ag



Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

In addition io fhe City of Zagreb, the Company's related partes include the members of its Managemant and
Supennsory Boards, The fotal remuneration paid o the directors (of Zagrebacki holdeng and ils Branches) and
memiers of the supemnisory bodies paid in 2012 was as lollows:

22012 INM22011

As restated

{in HRE'000) (in HRKD00)

Salaries of the key management personnel and Branch direciors 7832 B.124
Fess to the Supervisory Board members 781 B21

B BB B.945

44. EMPLOYEE BENEFITS

As of 31 December 2012, provisions for employee benefits, which include long-service benefits and solidarity
support, amount to HRK 280,615 thowsand (al 31 December 2011. HRK 250,828 thousand).

Long-service and termination amd solidarify SupporT

According to the Collective Agreement, the Group has the cbligation o pay long-service [jubilee awards) to its
employess. The Company operates a defined benefil plan for gualifyng employess. Under the plan, the
employees are enfitled to long-service benafits (jubiles mwards) according 10 the average per-empioyes salary
paid for the economic activities in the City of Zagreb accarding io the following tenune with the Company

= HREK 700 for 5 years of contnuous senice

= 1 average monthly salary for 10 years of coninuous senice

= 1.5 average monthly salary for 15 years of continuous serace
+ 2 average monthly salares for 20 years of conbinuous service

+ 2 5 average monihly salanes for 25 years of conbnuous service
= 3 average monthly salanes for 30 years of continuous semvice

= 15 average monthly salanes for 35 years of continuous service

= 4 average monthly salanes for 40 years of conbinuous service

Az per Collectve Agreement, the employees retining at regular age are entitled to a one-off retirement allowance
amounting to 2 average monthly salares paid from the economic aclivities in the City of Zagreb over the past three
manths.

Zagrebatki Holding d.o.0.. Zagreb 100




MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

44. EMPLOYEE BENEFITS (CONTINUED)

Solidarity support is based on the average salary paid 1o buginesses in the teritory of the City of Zagreb and is
paid in the followng cases:

= death of the employee or @ member of hisher close family;

= severe disability of the employee, his/her children or spousa;

s sick leave of the employee beyond 20 days

¢ support o the children of employees who fell victims duning the Homeland War

«  purchases of medical aids, coverage of the paricipabion component i PURChasing NecEssany
pharmaceuticals required in the opinion of the competent doctor

» restoration of damage resuthng from an Act of God,
« birh of a child
=  savars occupational imjury.

The present value of defined benefit obigations and the related cument and past service costs have been
determined using the Projected Credit Unit method and the discount rate of 5 percent [2011: 7.2%), which reflects
the market yield on government bands.

Zagrebatk Holding d.oo, Zagreb 101




Notes to the unconsolidated financial statements of the Company (continued)
Far the year gi_'r_d_ef;_l__.'.‘._f_!ilecemhe: 2012

44. EMPLOYEE BENEFITS (CONTINUED)

Key assumptions underlying the actuarial estimates:

2012 2011
Discount rate 5% 7.2%
Fluctuation rate 4 5% 3.5%
Average expected remaining service penod (in years) 20

The amount incleded in the staterment of financial position arising froam the Company’s obligation in respect of its

defined long-service and retirement benefits is as follows

2012 2011

(in HRK'000) {im HRK'000)

Present value of ihe long-service berefil obigation 198,076 163, 862
Present value of the termination benefit abligation 50,123 53,981
Present value of the sobdarity suppart 12418 32 886
Ohligation included in the statement of financial position 280,615 250,829

Of which by maturity

2012 2011
{im HRK'000) {in HRE'DDO)

Current liabilites 41 965 22,996
Mon-current liabilities 438 649 227 833
280 818 250,829

Zagrebacki Holding d o o . Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2012

45. FINANCIAL INSTRUMENTS

45.1. Capital risk management

Gearimg ralio

The capital structure is reviewed at least semi-annually by analysing the cost of capital and the related risks

Gearing ratio at the end of the reporting pericd:

Debi

Loans, borrowings and financial leases (long-term and current
porion)

Liabilities under gsued long-lenm secuniies

- Liability under financial lease of the Arena Zagreb {as it reported as
recenable from the City of Zagreb and the Croatian Governmeant)

- Loan debt of ZET, for which an amownt receivable from the City of
Zagreb has been included {on the basis of the City guarantees
provided for the koan debt)

Cash in hand and with banks

Net debr

Equity

kimf Akl m.e.q.u“? rﬂ“}

Zagrebadki Holding d 0.0, Zagreb

2012 2011

s rastated

{im HREQ00) (in HRE'O00)
B 240,792 5206331
4 2682 181 4 441 921
2263 BB7 2259 126
(T79,388) {704 981)
(505 B8RE) {609,7215)
439 455 F9,793
5191337 5206538
6712 841 TOF2 015
T7.3% T3.6%
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MNotes to the unconsoldated financial statements of the Company (continued)
Far the year ended 31 December 2012

45. FINANCIAL INSTRUMENTS (CONTINUED)

45.2. Categories of financial instruments

IMHM212012 MM 252011 o1/01/2011
As restated As restated
{in HRK'O0O) i HRE'DDO) {im HRK 000
Fimancial assets
Cash wiih banks and in hand 459 455 84,7483 83,986
Financial assets at fair value 521 S BT
Long-term deposits and other financial assels 121 482 118,088 118,173
Receivables from related companies and
U&de_ﬂ&hmrﬂ- | 2187 044 2,381,780 2641058
Receivables for investments in government 12,333 12,109 12 186
bonds
Receivables for loans and credit sales 41,261 43,490 54 833
Amounts due from employees 3014 2,028 1,757
Cither receivables 736,783 ToB.7T13 777638
Fimancial liabilities
Finamce lease agreements 1.240 487 1,347 348 1418398
Loans, borrowings EII'!I:| financial leases (long- 3001 544 3,084 573 3,023 084
term and current portion)
Liabilities under issued long-term securities 2263687 2,258,126 2215582
Liabilities to related companiaes and trade 1 283 141 1,150,452 1.154 278
creditors
;::‘Itilllgll!ﬁ in respect of knans, deposits and 27,028 72 415 17.390
Armounts s 10 employess 81,387 B9 087 B85 118
Diher currant liabslibes 470 448 5TT.02 552,532

Zagrebalki Holding d.o.o., Zagreb



Notes to the unconsolidated financial statements of the Company (continued)
Faor the year ended 31 December 2012

45, FINANCIAL INSTRUMENTS [CONTINUED)

48,3, Financial risk management objectives

For the purpose of forecasting potential scenanos thal may have a negative impact on the operations and
achievement of the Company's objectives, the Company identifies inancial nsks, assesses ther potlantial mpact

an the Company's fulure operations and manages those risks

The vanous financial asks 1o which the Company is exposed in the couwrse of its operations are sought 1o ba
menimised, avoided and rolled over in order (o safequard s operations. If economically feasible, certain financial
risks are accephed.

Tha key risks comprise liquidity risk, foreign exchange risk and interest rate risk.

They are described below, along with the methods applied io manage those risks. The Company did not use any
derivative instruments to manage the risks. The Company does not use derivatives for speculative purposes

A45.4. Market risk

The communal senice prices are proposed by the Management Board based on the markel prces, and
determined and approved by the City of Zagreb,

The activilies of the Company expose it to the financial risks of changes in foreign exchange and interest rates
The market risk exposure is supplemented by sensitivity analyses There has been nd change 1o the Company's
exposure to market risks of the manner in which these nsks arg managed and measured

45.5. Forelgn currency risk management
The Company underakes cerain transactions denominated in foresgn curréncies. Hence, exposures (o exchangs

rate fluctluations arse. The camying amownts of the Company's foreign-currency denmominated monetary assels
and manetary liabilities at the reportng date are provided in the table below

Liakilities Property insurance
311272011, as 311212011, as
i _:'.1:11':4:12 restaled JiMarao2 restated
{in HRE'00O) {in HRK"00O)
EUR 5,250 830 5440 490 1,847 649 2,053,011
Ush - - 157 160
Oithar currencies - - a5 55
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

45. FINANCIAL INSTRUMENTS (CONTINUED)

45.5. Foreign currency risk managemeant [continued)
Faraign curmency sevisilivily analysis

The Company is mainly exposed to the fluctuations in the exchange rate of Croatian kuna o eurd (EUR), since
mist of its debt i.e. 79% is tied 1o thal curmency. The following table detadls the Company's senstivity 1o a 1%
increase in Croatian kuna against the relevant foreign curencies. 1% is the sensifivity rate used when reporting
foreign currency risk imternally to the Managemeni Board and represents the Board's assessment of the
reasonably possible change in foreign exchange rates. The sensilivity analysis includes monetary assets and
monetary liabilities in foreign currencies. A negalive number below indicates a decrease in profit where the
Croatian kuna changes against the relevant currency for the percentage specified above. For a weakening of the
Croatian kuna against the relevant currency, there would be an equal and opposite impact on the profit.

EUR impact USD impact Impact of other currencies
AN, a8 ouian IMM22011, IMA2Z011,
312012 restated = b T feiped 0y el e tated J1Hz2Z0M2 a% restated
{in HRK'000) {in HRK000) {in HRK000)
LL,E,E:" “ (33.531) (33,875) : " : 1

45.8. Interest rate risk managemant

Given that 53 percend of the Company's loan debt bears interest al variable rates, the Company is exposed 1o
interest rate risk. Set out below are the interest rates at 31 December 2012 and 31 December 2011 by type of
liability:

2012 As FEE:;;

EURIBOR 27 65% - 2200%
iR B.80% 11.05%
ZIBOR 0.23% 0.32%
Treasury bils of the Ministry of Finance 18.18% 22 .35%
Fizxed rate of interest AT 13% 43 38%
O 100.00% 100.00%

Ot of the total koan debt of the Growp, 47 percent are agreed at fixed rates. The majonty of the loan debt bearning
fixed rates of inferest comprses igsued bonds with & fixed coupon rate of 550 % pa, and the rest relates to the

finance lease oblgation for Arena Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2012

45, FINAMCIAL INSTRUMENTS ([CONTINUED)
45,6, Interest rate risk management (continued)

EURIBOR and EUR LIBOR ted loan debd accounts for 34 45 of the total loan debt, whereas 18.18 of tha loan debit
is tied to the yield on the Treasury Bills of the Croatian Ministry of Finance. Thus, 53 parcent of the loan deld bears
imterest at vanable rates, which has been acknowledged as a significant uncerainty in developing future cash flow
projections. For the purpose of managing credit risk, the Company is actively monitoring the interest rate
movements. Given the volatility of the EURIBOR and the yield on the Treasury Bills of the Croatian Minisiry of
Finance, the Company finds the interest rate risk acceptable and, consequently, has entered into no derivative
instruments as a hedge againsl the interes! rate nsk

The Company identifies the mismalch bebtween the interest-beanng fransactions in which the Company 5 the
payee and the payer and seeks to achseve balance with the inferest recelvable while agreeing the Ineres rates
payable.

45,7, Credit risk managemaent

Credit nsk refers 1o the fsk that a counlerpany will default on its contractual obligations resulting in financial loss to
the Company. The Company obtains collateral, where appropnate, as a means of mitigating the risk of financial
kass from defaulls.

Cuslomers are classified into risk groupings based on the financial indicators and own trading records, and
appropriate credit risk mibigation measures are taken for each nsk class, Cusiomers are classified mainky on the
basis of their official financial statements and the Company’s history of trading with each cusiomer

The Company transacts with a large number of customens from various indusiries and of various size, as well as
with citizens (individuals). Trade recaivables are prasented net of allowance for bad and doublful accounis

16,8, Liguidity risk management

Because of the ligusdity problems prevailing in the Croatian economy, the bquidity risk has @ highly negatve impact
on the Company's operations. Instruments used 1o monitor and mitigate liquidity nisk are as follows. analysing and
managing cash fiows, analysing assels and the sources of financing those assels. analysing customer
creditworthiness: collateral; credit and revolving facilities, and similar,
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MNotes to the unconsolidated financial statements of the Company {continued)
CO0F e Sngw 31 mearnter pItE

45 FINANCIAL INSTRUMENTS ([COMTINUED)
45.8. Liguidity rlak management (conlined)

d45.8.1. Liguidity and interest rate risk tables

The following tables detail the Company's remaining contractual maturity for ils non-desivative financial liabilities. The tables have been drawn up based on the undiscounted cash flows of
financial habikies based on the eardiest dale on which the Company can be required to pay. The tables include both principal and interest cash flows.

Weighted
e HBI Uip fo 1 year 0 2 years 2 1o 3 years 3 1o 4 years A 16 5 years Ader & yaars Tatal
rileres] rate _ S
fin HRK000) %
Al 31 December J072
Hon-interest bearing
';'rﬂ,"'l'f:” R0 COmpan Sad Vade 1,0682.290 5442 5.148 6.273 4110 207 &77 1,293,141
Liatiliies i respect of loans, deposds ard
pinilar 2T 2R 27 0M
Ampunts due 1o employees 81 57 81387
Oriber cunment babiliies 475 448 47H 4248
Variable-rate instrumsnts
Finanoe iease obligations 2.19% 105 622 105 674 105, 62% 1008, 62T &7 .5 5802 495 831
Lagng and Borrowings payable 2.85% 1,332,204 354 860 341 827 329,638 2L 385 740 Srhd 3,371 837
1,232 204
Fisad-rate ingifiaments
Finance lease obbgabons 4.70% 54 328 54 378 54 328 5 328 54 328 1032 241 1.303 BE-4
Loans snd barmoaengs payable T.00% 5 B38 5. 4832 5147 16477
Iasped bonds & B0 24 503 124 503 124 503 124 503 2,326 4497 2 828 508
3.371.618 651,278 637 578 520,359 2,726,754 1,985 %14 5.885.511
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Notes to the unconsolidated financial statements -f the Company (continued)
E_nr I:he_l_.lza_urfgdegh Deur_n_uer 2012
45, FINANCIAL INSTRUMENTS (CONTINUED)
45 8. Liguidity risk management (continued)
45.8.1. Liguidity and interest rate rlsk tables (continued)
Wisighled
gt i WUp te 1 year 110 2 ymars 2 1o 3 years 3 1o 4 years 4 1o 5 years Afer § years Tatal
intargs! rate

iy HIR T30 %
Al 371 December 3071, as restatog
Honsinterest bearing
';“Eg:f: bo ralsiad companiss and tade 851,610 1 080 530 458 196 795 1150 452
Liabisbees i rgspect af lans, daposils amd
similae 2% 22 415
Amaunts due 1o empioyees B9.087 8087
Dther cisren| hahilges 57T 303 577,302
Yariablg-rate instrumants
Fingnes less sbligatians 3. 36% 112,003 110,205 110,142 110,142 110,142 76 457 B28 131
Loans and borrowings payable 5 0% 1,248 084 370167 358,379 340,675 336, 081 G2 Fon 1832 1TH
Figed-rate insiruments
Finance lease ablgations 4.70% 218 £4 215 54 218 B4 215 Bd 215 1,084 380 1,355 475
Loans and banoesngs payabde 7.00% TET? RH1Y 5470 5127 mn 24 TR
Issued brnds & 50% 134,252 174,252 174,252 124 253 124,253 2321252 2,942 512

3,184,529 BEE 718 680,982 834,873 E18,084 4671722 10,423,314
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Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2012

45. FINAMNCIAL INSTRUMENTS (CONTINUED)

45.8. Liguidity risk managamant (continuad)

45.8.1. Liquidity and interast rate risk tables (continued)

The following tables detail the Company’s remaining contractual maturity for its non-denvative financial assets. The tables have been drawn up based on the undiscounted cash flows of
financial assets until contractual maturitias, imcluding nterest 1o be eamed on those assets

(i HRK'DO)

Af 37 Decomber 50713
Non-svieresl besring
Cash and cash eguivalents

Financial asseis al tair valoe

Racenabias from relabad companes and
trace deflors

Recerables far invesimenls @ gavernmeant
bonos

Ampunts due from amployess

Cilbsaer recevables

Wariaghde-rade instrumens

Gl lpans and ather hedd-to-matunty
LTI

Fikpd-rate instruments

Gevan bans and ather held-bo-rmidlufily
secunlies

Given nans
Receivables for given loans for Nals

Giyen hoans b relaled pamss and aooniad
loan mlerast

Zagrebalki Holding d.o.o., Zagreb

Wiaighbe
:"ﬂ:;ﬁ Lip B0 1 year 110 2 years 2 b 3 years 310 4 yeass 4 i 5 yoars Afvar & years Total
inlevest rale -
%

449,485 A9, 455
521 s
1,113,735 177,028 132.372 132372 112727 518809 I 167044
12,333 12,333
3014 3014
130,278 27 867 ITETT 27 480 27,260 516,121 ThE TEY
A.80% 218 2,128 2,128 2028 2,128 64,117 T4 78T
3 56% B. 363 1,553 1,853 1,853 1,953 B&,518 s
6 14% B.462 3872 3,008 228 2.758 4,175 26,300
1.36% 2138 2118 2121 2,066 2,028 6,004 16,508
#.00% 3.567 3,567
T gz 215,066 169,262 T 148,852 1,211,226 1,234,393
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Mates to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decembsr 2012

45, FINANCIAL INSTRUMENTS (CONTINUED)

458, Liquidity risk management {continued)

45.8.1. Liquidity and interest rate risk tables (continued)

Wigighied
:‘ﬁ“:‘ﬂﬁ Up to 1 yaar 1 ta 2 years 210 3 years 3 ta 4 yoars 4 to & ppars Aftar § years Total
inbarast rate
{ir HRM G0 k.
Ai 31 Docember 0717, a8 resialed
Man-intaneal hianng
Cash and cash eguvalenis B9, 783 &0.7E3
Finamcal assais al fair value Sadd 5S4
rerntabin ookt sl s sk e 1,178,302 132,176 173 841 122,176 132,176 833,120 2,381,750
E:;:::-:hh: far investments in gowernment 12 190 12,158
Amounts due from employees 2 028 2.028
Other receivables 108,13 2081148 2T Tie 2T 430 2T 234 534 052 THE. 713
Variable-rate instrismonts
Long-tarm deposis and other fingncial assels 5.80% 812 ¥ R mz 1Emz 1m2 79,615 a8 878
Figed-rabe instrumens
Long-lern depodts and ather fmancial sasels 3.30%: G, 684 2048 .87 1,874 1.5 B9.67E 104,323
Gavan laans 5. 14% 110,034 5204 847 1.98% 1,832 4428 25 588
Recewvables for green loans for fials 1.38% 1.911 1842 1.841 1,640 1,839 5,284 14 557
E::LT:::: o rel@ted parties and accrussd & 00% & (58 5 055
1,408,780 173200 211,200 168,227 168,965 1,363,924 1.493,265
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Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2012

45. FINANCIAL INSTRUMENTS (CONTINUED)

458.9, Fair value of financlal instruments

45.9.1. Falr value measurements recognized in the statement of financial position

The following table provides an analysis of financial instruments thal are measured subsequent to nitial
recognition at fair value. grouped into Levels 1 1o 3 based on the degree to which the fair value is cbservable.

»  Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for

identical assets or liabdities

»  Level 2 mdicators - indicators of fair value denved from data other than quoted prices from Level 1 for
observable assets or labilities {i.e. their prces) or indirectly (denved from the price); and

» Level 3indicaiors Level 3 fair value measurements are those denved from valualian techmguees that
include inputs for the asset or liabdity that ane not based on observable market data (unobservable

inputs).

i HREGR0)

Finamncial assets at fair value through
profit or loss

Participating interest - invastmen in shares

firn HIRK000)

Financial assets at fair valwe throwgh
profit or loss

Participating interest - investment in shares

1202012

Level 1 Lavel 2 Level 3 Tatal
520 520
520 = . 520
ANAE20NM

Leswed 1 Lewel 2 Lewal 3 Tedal
Sl - Sd4
Sl - 544
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Motes to the unconsolidated financial statements of the Company (continued)
Faor the year ended 31 December 2012

46. COMITTMENTS

The Company has entered into contracts that are still in progress. Costs 1o be incurmed under hose contracts hawve
been estimated at HRK 147,146 thousand, whereas the estimated value of investiments amouwnts to HRK 154 493
Ihaugand

47, CONTINGENT LIABILITIES
Emvironmemtal maiters

Inciuded in the Group is Branch 2605, whose principal busingss 15 communal and other waste disposal and the
rehabilitation of the JakuSevac landfill, as well as 1o assisl the Cily in establishing a long-lesm commundal washe
management development strategy for the City of Zagreb. The emiranmental effects are monitored by local and
governmental environmental authorties. In respect of fulure costs of mantenance and supervision of the landghin
the Group (ie ZG0S) recorded a provision of HRK 35022 thousand in accordance with 1AS 37 Provisons,
Contingent Liabililies and Contingent Assets (2011: HRK 24,293 thousand)

Taxanan

The Cormpany is subject to corporate income tax on their taxabde profits i Croatia and those other fax junsdictions
in which they operate The supervisory inspection of the value-added tax and corporate income fax for the year
2010 by the Tax Administration is curmently in progress

Resfasctinng

In 2010 the Management Board sdopied a programme of measures and activities aimed at restruchuring and
sireamiining the cperalions, which will continue in the following periods.

Cancession rights

vodoopskrba | odvodnja, a branch within the Company, pays a concession fee for the waler supply, which
amounts to HRK 0.08 per sq. m. Tolal fee for concession rights amounted o HRK 4,795 thousand in 2012 (2011
HRK 4 207 thousand)

48. EVENTS AFTER THE REPORTING PERIOD

As from 1 January 2013, the concession fee for the water supply services amounts to HRK 0,135 per sold sq. m
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31_Denembe: 2012

43, PENSION INSURANCE

The Company does not operale a separate retirement plan for is employees or management, aither in Croatia or
abroad. Thus, no provisions for those obligations have bean madea.

The Company pays pension contributions on behalf of iis employesas in the Republic of Croatia in accordance with
applicable legal regulations. These contributions form the basis for the pensions payable out of the Croatian
Mational Pension Fund to Croatian employess wpon thair retrément. Curnantly, there are no outstanding retirement
benefit obligations, either for the Company's present or former employeas.

50. LEGAL AND REGULATORY ENVIRONMENT

The operations of the Company and s revenue are regulated by several laws, the most significant ones being as
fallows

= The Law on Communal Manageman

= The Law on Local Self-government

*  The Law on Wasle

= The Institutions Act

= The Law on Walers

* The Cemeternes Act

= The Buslding Maintenance Act

*  The Act on Free Jones

51. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were adopted by the Management and authorized for issue 31 May 2013

Ive Covit, Graduate Engineer

Presidant of the Management Board
ZAGREBACK1 AOLDING
| ™ 'Q 3 d.o.0
v JAGREB, Ulica grada Vukovara 41
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